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THE unanimity with which boards of 
trade, chambers of commerce and other 
commercial bodies representing nearly 
every industry in the country, are call- 
ing for the immediate repeal of the law 
requiring monthly purchases of silver 
bullion, shows conclusively what the 
business sentiment of the country is, 
concerning this piece of legislation. To 
its operation is attributed most of the 
ills which have overtaken the business 
interests of the country. Our own opin- 
ion is that while the currency policy 
represented by this legislation can be 
improved upon, the injury which it 
might ultimately cause through a pos- 
sible depreciation of one of the legal- 
tender mediums of payment, has been 
greatly magnified, and that zmagination, 
pure and simple, more than anything 
else, has produced the extensive con- 
traction of credit, and resultant failures 
and depression, which have lately been 
experienced. Of course, ‘'booms,” 
over-trading and too extensive specula- 
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tion on faith of values never to exist, 
have constituted good grounds for much 
distrust; yet groundless fear has caused 
the major portion. 

But distrust created by groundless 
doubts and fears, is just as harmful in 
its effects on business, as want of con- 
fidence produced by justifiable causes; 
the chief and apparent fact is that fin- 
ancial distrust now exists, and while it 
remains, credits will be curtailed, busi- 
ness restricted, and failures continue to 
occur. Anything, then, which will re- 
move this uncertain feeling and restore 
confidence, will be welcomed, and the 
general sentiment throughout the coun- 
try being that the repeal of the silver 
purchase law, and the adoption of a sat- 
isfactory currency policy, will mark the 
beginning of an era of better feeling, it 
is to be hoped that congress will afford 
the desired relief without delay. 


THe New Orleans Picayune ascribes 
the cause of the present financial string- 
ency to the lavish expenditures of the 
‘*Billion-dollar Congress” (51st) and its 
successor, the fifty-second congress. It 
asserts that every financial pinch is the 
result of a previous period of great spec- 
ulation, undue commercial expansion 
and a large circulation of money, and 
that the present stringency is no excep- 
tion. These two congresses, it is stated, 
spent and put in circulation the fabulous 
sum of nearly two billion dollars. Asa 
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consequence, this produced an extraor- 
dinary spirit of trading and investment 
in all sorts of schemes and speculations, 
particularly the north and west, 
where the greater part of the money was 
spent. Every bubble must burst sooner 
or later, and the Picavune lays the burst- 
ing of the present bubble to the shock 
caused by the Australian disasters, re- 
sulting in an impairment of confidence, 


in 


the calling in of loans, and pressure upon 
debtors. The South, in this instance, 
it is pointed out, has suffered little, be- 
cause the depression of trade and the 
hard times in Europe seriously inter- 
fered with the marketing of the cotton 
crop, and so the Southern people, in- 
stead of engaging in wild speculations, 
were forced to adopt a policy of self- 
preservation and struggle with misfor- 
tune. As a result, there was no infla- 
tion in the South, no bubble to burst, 
and no financial panic. 

The Picayune’s reasons are worthy of 
serious consideration. 


THE subject of bank currency will be 
one of the problems before the new con- 
gress in shaping the currency policy for 
the future. While there are some strong 
advocates of a return to state bank 
issues, the great weight of competent 
opinion, is against such a diversified 
control and regulation of currency, as 
would exist, if the various states, each 
had their individual policies as to amount 
of issues by banks, and character of 
security. We firmly believe that cur- 
rency, being in its naturea national and 
not a state affair, should be regulated 
solely by the national government. The 
most practical channels for currency 
issues are the national banks, and their 
privileges of issue should be so extend- 
ed, along safe lines, that banks in vari- 
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ous sections of the country could issue 
bills with fair profit to themselves, and 
at the same time serve the business 
needs of their particular localities. 

We invite attention to several able 
articles upon the currency, published in 
Col. John R. Godwin of 
Memphis, is a firm believer in the safety 


this number. 


and efficacy of state bank issues. While 


we do not agree with him, we are 
pleased to publish the views of such an 
able exponent of this side of the ques- 
Mr. G.A. Levi of Victoria, Texas, 
argues for a repeal of the ten per cent. 


but does not favor state bank cur- 


tion. 


tax, 
rency. How he proposes, in case the 
ten per cent. tax is repealed, to have a 
national bank currency solely, without 
the intervention of state banks, may be 
seen from a reading of his address. A. 
S. Reed of Ballinger, Texas, also pre- 
sents some strong reasons why national 
bank currency should be perpetuated 


and enlarged. 


AT the present time of unusual money 
demand, the showing to be made by the 
national banks of the country of their 
resources and liabilities at the close of 
business July 12, 1893, pursuant to call 
by the comptroller of the currency, will 
be viewed with more than ordinary in- 
terest. The date at which this number 
goes to press, is too early for a complete 
report of the condition of all the national 
banks. Upon this subject, it will be of 
interest to quote the opinion of Comp- 
troller Eckels given in an interview soon 
after the call. The comptroller said 
that reports had not been received from 
enough banks at the department to de- 
termine how the condition of the banks 
on the r2th inst. compared with their 
condition a year ago—how much cash, 
for instance, specie and currency, they 





EDITORIAL. 53 


held on the r2th, as compared with 
their holdings six months,cr a year ago. 
From the reports he had seen he be- 
lievec it would be found that the banks 
of Chicago, Baltimore and Philadelphia 
had good reserves, and that the average 
reserve of the banks throughout the 
country will be found to be surprisingly 
good. Mr. Eckels said he thought that 
the national banks of New York city 
made a remarkably good showing in the 
matter of reserve considering the pres- 
sure which they had sustained and the 
liberal way in which they had responded 
to the demands made upon them by 
banks. With regard to the 
great number of banks that had failed 
throughout the country, Mr. Eckels said 
that it should be remembered that in the 


country 


great majority of cases these failures 
had been the result of over-speculation, 
not at the present time so much, per- 
haps, but during the last two or three 
years. It was easy to lay out a city 
through cornfields, but it was not so 
easy to make the land as profitable as it 
was asacornfield. Banks in these new 
cities became loaded up with the paper 
of these new ventures, and failure in 
these cases was when the 
squeeze came. It was worth noting 
though, the comptroller said, that many 
of the banks which suspended had since 
resumed business again under more fa- 
vorable auspices, and with new capital 
actually paid in by their stockholders. 


inevitable 


Ow1nG to the demand for money, the ex- 
pansion of the national bank circulation, 
even under present conditions, has been 
considerable during the last few months. 
The net increase in circulation was 
nearly $2,coo,ooco during June, and 
$1,404,500 for the first six days of July. 
The nationa! bank circulation touched 


its lowest point on November 1, 1890, 
at $124,958,736. Since then it has in- 
creased monthly reaching, on July 1 of 
the present year, $157,901,099. If this 
increase is shown in spite of the high 
price of bonds and the small profit on 
circulation, it is evident there would be 
a considerable addition to the currency 
if congress would authorize circulation 
to the par of bonds deposited, instead 
of ninety per cent only, as at present. 


Following is the condition of the state 
banks of New Jersey at the close of busi- 


ness, June 24th, 1893, as exhibited by 


reports to the Commissioner of Banking 
and Insurance: 


RESOURCES. 


Loans and discounts........ccccccccccccees 
Overdrafts 

Due from bamnks.........cccee-seeeseeeeeees 
Cash on hand 

Stocks and bonds.........c.sceeececcecenes 
Banking house 
Other real estate 


$8, 510,748.96 
12,740.31 
835,781.91 
455,698.62 
857,101.89 
$209, 109.48 
539387 -05 
—_- 202,490.53 
Furniture and fixtures...........ssseseeee 
Bonds and mortgages........ eneeercancese 
Current expenses and taxes paid 
Checks and other cash items 
Other ASSES... ..cecccccccccevecvesecececes 


37,118. 
55,490.55 
46,223. 
42,010.5 
1 3,818.3 


$11,159,242.09 


LIABILITIES. 


Capital stock 

Surplus fund 

Undivided profits. 

Dividends unpaid 

Due depositors 

Due to banks.........cceseescceees ooee 
Notes and »ill re-discounted............. 367,675.15 
Bills payable.. 242,127.81 
Other liabilities 537-56 


$1, 780,460.00 
846,178.07 
3235473- 

39777 +42 
7,267,309.21 
327,703.10 


$11,159,242.09 


One unfortunate result of the existing 
distrust is the tendency to hoard money. 
In ordinary times, the desire for gain 
having full play, cash is not retained in 
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idleness by its possessor, but is placed 
in some safe institution, enterprise or 
investment, where it will earn a profit. 
Not needed by the owner for individual 
purposes of payment, it is placed where, 
by facilitating the operations of others, 
legitimate business may be increased, 
and new wealth created. Want of con- 
fidence changes this in too many in- 
stances. The withdrawal from circula- 
tion of a given amount of cash, not only 
contracts the currency, but causes a 
larger curtailment of credit, with the 
result of crippling and depressing many 
worthy business enterprises. In such 
times, it becomes an object of healthy 
curiosity, ‘‘Where is the cash?” The 
total volume of circulating medium in 
this country is known, and the amount 
lodged in the government treasury, on 
deposit with national, reporting state 
banks, and other reporting institutions, 
on a given day, may be ascertained by 
computation. But the amount on de- 
posit with many other repositories for 
money, such as non-reporting trust 
companies, savings and private banks, 
whose business it is to loan deposits, 
cannot be accurately known; hence the 
vision of the entire aggregate of loan- 
able funds is necessarily clouded, and it 
cannot be determined with accuracy, 
the amount of money at the service of 
business, and the amount hoarded in 
private vaults, or otherwise. If some 
system could be devised, by which ac- 
curate knowledge could be obtained of 
the approximate 


amount of money 


available for business uses, and the ag- 
gregate 


hoarded, the cause of sound 
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finance would be furthered. 


Ir is certain at the present time, that 
not only have credits been largely cur- 
tailed, but that the basis of credit, cash, 
has been greatly contracted. This is 
evidenced by the widespread calls for 
money from numerous localities, the re- 
fusal of loans in many instances where 
under normal conditions, accommoda- 
tion would be extended, and the high 
rates which have frequently been paid 
to obtain necessary cash. At the same 
time, the decrease in the total volume 
of currency by export abroad, has been 
insignificant. The contraction has oc- 
curred within our own borders. 

In these facts, lies a potent argument 
for the granting of increased currency 
facilities to banks under proper security. 
If, in times of distrust, the banks may 
expand the currency, by safe issues, an 
antidote to and _ pernicious 
hoarding will be found, and legitimate 
business will not suffer. 

In this connection, the action of the 
sub-treasury in New York, in paying 
into the clearing house its debit balance 
in gold on several recent occasions, is 
suggestive. The gold reserve approach- 
ing the one hundred million mark, at 
which point gold certificates are re- 
quired to be issued in exchange for gold 
deposited, and gold certificates being 
more easily hoarded than the coin itself, 
was not this action taken to postpone 
the time of issue of these certificates, 
and thus, in a measure, check the hoard- 
ing tendency? 


unwise 


MERCANTILE CREDITS. 


MERCANTILE CREDITS, COLLECTIONS AND FAILURES. 


T is a well-established fact that the 
commerce of the world could not have 
reached its present magnificent propor- 
tions without the liberal use of credits, 
in some form. 

Carefully and judiciously extended, 
the giving of credit is profitable, both to 
the debtor and creditor class. When 
dispensed too freely and indiscriminate- 
ly, it is harmful alike to both. 

Credit, as a rule, is too cheap, and 
too easily obtained. I have known of 
credits being freely given for no other 
reason than that some well known house 
or some prominent dispenser of credit 
has already set the example by granting 
a liberal line. This is certainly a per- 


nicious practice, and not infrequently 


results in disaster, by inducing the 
buyer to use his credit too freely, there- 
by making it impossible for him to liq- 
uidate his indebtedness promptly at ma- 
turity, without resorting to the most 
available avenue to borrow money, 
thereby becoming a slave to his banker, 
and thus placing a tax upon his business 
that is unwarranted. 

The qualifications of a well-equipped 
credit man come to him only through 
experience. He should have a know- 
ledge of all the circumstances and con- 
ditions that surround his customer. He 
should be familiar with the community 
in which his customer lives, and be in- 
formed of every industry on which the 
customer relies for the support of his 
business. It is extremely important 
that he should know whether the sour- 
ces from which the customer derives his 
support are in a prosperous and healthy 


condition, or whether the reverse ob- 
tains. To this knowledge should be 
added a complete understanding of the 
condition of his customer's affairs, which 
can best be obtained definitely by actual 
contact with the customer himself. The 
credit man should have an opportunity 
to look into the customer’s face at as 
frequent intervals as possible, and to 
confer with him with reference not only 
to his own affairs but to the conditions 
that surround him. Equipped with this 
information, he will, at all times, be in 
a position to advise the customer, and 
to check him if inclined to over-buy or 
strain his credit. 

He will be in a position to favor the 
customer, if he requires additional time 
or accommodation of any kind. It is as 
much the duty of the credit man to fur- 
nish advice and counsel as it is to dis- 
pense credit. It should, of course, be 
done in a way that will not offend, but 
be inspired by a desire to assist the cus- 
tomer and to give him the benefit of his 
judgment and experience. A word of 
advice given at the proper time will save 
many a customer from ruin and make 
him a prosperous merchant. 

Many evils have crept into the system 
of granting credits in this country, 
which should be eliminated, or at least 
reduced tothe minimum. One is the 
granting of long time and another that 
of dating bills ahead. 

Both of these subjects should receive 
careful attention, and if it is possible to 
arrive at an understanding by which all 
merchants would abolish dating and 
agree upon a reduction of time to the 
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minimum, it cannot but result in great 
good to both debtor and creditor class. 

Long time induces the customer to 
buy beyond his immediate necessities, 
and it also encourages him to sell his 
goods on time, thinking that, inasmuch 
as he has long time, he can easily sell on 
time and collect so as to meet his bills 
at maturity. This plan seldom works to 
his satisfaction, and it is not discovered 
until too late to remedy the evil. Having 
sold his goods on credit, to the con- 
sumer, he finds his bills maturing before 
his customer is ready tc pay; conse- 
quently, he is less able to pay promptly 
when given long time than he would be 
if he knew in advance that he must not 
buy beyond his ability to pay at matur- 
ity. 

My own experience is that the cus- 
tomer who buys in small quantities, and 
frequently, accumulates more steadily 
and surely, and is, at the same time, 
always able to pay at or before maturity. 

Another practice that makes the giv- 
ing of credit very difficult, is the custom, 
now almost universal, of making sales 
through traveling salesmen. The credit 
man, in such cases, very seldom comes 
in contact with his customer, and can- 
not so thoroughly inform himself as to 
his worth, and he must, in consequence, 
take a larger risk in extending credit. 
He relies too much on the traveling man, 
who, in his eagerness to make sales, 
fails to give the credit man a proper un- 
derstanding of the situation, and it not 
infrequently occurs that information is 
in his possession which he withholds, 
hoping, doubtless, that a favorable turn 
will enable the customer to overcome 
the difficulty without its being brought 
to the attention of the credit man. 

In my own experience I have found 
but very few what might be termed ‘‘all 
around men;” that is to say salesmen, 
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who were at the same time, good col- 
lectors or judges of credit. 

The peculiarities of the salesman on 
whom the credit man must, of necessity, 
more or less depend for his information, 
must be studied and thoroughly known, 
in order that he may know to what extent 
he, himself, is being aided. 

For instance, a salesman having full 
knowledge ot the peculiarities of his 
customer, and the conditions surround- 
ing him and his business, can always 
judge as to whether the customer buys 
judiciously or recklessly. A salesman 
can always be of great assistance, if he 
is thoughtful and observing, and 
promptly reports the results of his ob- 
servations and knowledge to the credit 
department. 

The credit man 


with the collection laws of the several 


should be familiar 


states in which his customers reside, as 
they have much to dowith the collection 
of the account which he makes. He 
should also personally supervise the col- 
lections, and require the customer to 
pay at maturity, or exact a satisfactory 
reason for non-payment. 

The credit man should learn to rely 
upon himself and his own investigations, 
using such collateral agencies as will 
assist him in corroborating such infor- 
mation as he may be able to gather from 
the customer direct and from his own 
experience. It is also better for him to 
rely upon one man whom he knows all 
about, rather than trust two or three 
men with imperfect information as to 
their character, worth and _ business 
methods, for he will, without doubt, 
having full knowledge of the one man, 
grant him credit in consistent amounts, 
if at all, whereas with the two or three 
persons he 1s liable to err, for he argues 
that, with the two or three, one out of 
the number will prove to be good, in 
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case disaster overtakes the others, 

Another pernicious practice is that of 
settling with customers at less than the 
face of their accounts, and should be 
discouraged except in rare cases where 
they have been overtaken by some un- 
usual misfortune or disaster. The wise 
credit man easily foresees the honest 
failure, and can avert it by warning the 
customer. or by assisting him with his 
counsel and the extending of judicious 
credit. The dishonest debtor should 
never under any circumstances be com- 
promised with. He should be compelled 
to pay in full or be driven out of business 
by a refusal to settle with him at less 
than roo cents. 

This leads me to suggest that in mat- 
ters of this kind it is better forall classes 
that a general bankrupt law should not 
again be passed by the congress of the 
United States. 

First, for the reason that it is a very 
easy matter to compromise or settle with 
an honest man who has been overcome 
by disaster,—thereby saving his reputa- 
tion untarnished, whereas, if he were 
obliged to seek relief through a bankrupt 
law, his reputation and credit would be 
blackened and his future clouded by 


the record of the failure which always 
follows, while the facts relative thereto 
are lost sight of, so that, eventually, the 
honest man, having sought relief through 
the bankrupt courts, loses his name, 
which he might preserve through the 
shorter and less expensive method of a 
settlement directly with his creditors. 

Second, for the reason that it enables 
the dishonest debtor to obtain relief, 
which he is not entitled to and should 
not under any circumstances be afforded. 

Neither does it afford a uniform 
method of law which is claimed for it. 
The bankrupt laws that have been 
adopted, and those which have been sug- 
gested, leave the exemption laws of the 
different states in full force, so that a 
man desiring to take advantage of the 
provisions of a bankrupt lawin the state 
of Wisconsin or Iowa, may retain under 
the exemption laws of these states, a 
much larger amount than he could in the 
state of Illinois The restoration, there- 
fore, to our statute books of a bankrupt 
law, in any form, is not for the best in- 
terests of either the debtor or creditor 
class. 

H. N. HicinsporHam. 
CHICAGO, 
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THE LIABILITY OF COLLECTING BANKS FOR THE DEFAULTS, AND 
IN THE SELECTION, OF CORRESPONDENTS. 


A REVIEW OF THE SUBJECT WITH 


Ceneral Remarks. 





Collections a recognized feature of banking—Import- 
ance of question of bank’s liability for corresr ond- 
ent’s default, and in his selection—Conflict of de- 
cision on subject—The reasonable rule—General 
inquiry into subject. 

The coliection of commercial paper 
has become a recognized feature of 
banking. Banks, as a rule, are finan- 
cially responsible agents, and their fa- 
cilities and methods of business are of 
such character, that the work of collec- 
tion and accounting for proceeds natur- 
ally falls into their hands. The items 
for collection which a bank receives may 
be payable either in the place of the 
bank, or elsewhere, In the former case, 
the work of collection either from payor 
direct, or through clearing house, is 
entrusted to employees under the imme- 
diate supervision of the bank, and for 
any neglect or default, resulting in loss, 
the bank is responsible to its principal, 
except where the default is of a notary, 
in which case, the decisions are conflict- 
ing. 

Where items are received payable 
elsewhere than at the place of the bank, 
it is out of the question that the bank’s 
home employees shall personally make 
the collection. The only course to pur- 
sue, is to select a proper correspondent 
at that place, or in the line of progress 
towards that place, and transmit the 
paper to him, with suitable instructions, 
for collection. 

This being the only course open to 
the bank, it becomes an important ques 
tion what responsibility the first bank is 


REFERENCE TO ALL THE STATES, 


under in the matter of selecting an out- 
of-town correspondent, and whether itis 
liable for his acts, negligences or de- 
faults. At the present time, especially, 
when by reason of the widespread finan- 
cial disturbance, banks are failing in 
different parts of the country in more 
than usual number, the question is one 
deserving the serious consideration of 
all bankers. That it has had such con- 
sideration in many localities is evidenced 
by the recent numerous inquiries by 
banks as to their responsibility in the 
premises and the issuance of notices to 
correspondents, limiting liability in the 
matter of distant collections. In many 
states, as is well known, the law declares 
a bank absolutely liable for its corres- 
pondent’s defaults; in others, not liable 
for such defaults, if duly selected; in 
still others, an open and doubtful ques- 
tion. The reasunable rule, from a busi- 
ness standpoint, would seem to be the 
one that requires of the banker, due dili- 
gence in the selection of, and transmis- 
sion to a proper correspondent, but de- 
clares him not liable for any default of 
the latter. The bank, in making the 
collection, certainly does not receive the 
compensation of an insurance company 
for the amount, and in the absence of 
adequate or commensurate compensa- 
tion, should not be held as insurer of 
distant correspondents. The courts of 
many states imply this von-liability-for 
default-where-duly-selected rule as the 
nature of the undertaking as matter of 
law; but as other courts make the 
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banker an insurer, special agreements 
between banks and their customers are 
not infrequent, in which the too rigor- 
ous rule of law is modified by express 
contract, 

In view of the widespread interest 
taken in this subject at this time, we 
have been at some pains to make a thor- 
ough search into the decisions in the 
various states, governing the duties and 
responsibilities of banks in the matter 
of out-of-town or distant collections, 
and, taking the existing reasonable 
practices of banks, dictated by economy 
and convenience,as the true rule of pro- 
cedure, it is proposed to inquire how far 
such practices are sanctioned, and how 
far disapproved, by the courts, and to 
inquire how far, in order to be safe and 
free from undue responsibility, for cor- 
respondents’ defaults, or in other mat- 
ters connected with the collection, the 
banker must supplement the law, by ex- 
press contract or agreement with those 
for whom he acts. 


The Deposit for Collection. 


Reception of items from di-tant correspondents and 
home customers—Does title pass to bank in any 
case upon deposit, before collection?—Practical 
importance of question to banks—How they should 
protect themselves. 


The inception of the transaction is the 
deposit for collection. Collection items 
may come through the mail from distant 
correspondents, or be entrusted to the 
bank by home customers. The purpose 
of this paragraph is to inquire whether 
in any case of reception of a collection 
item, the title passes to the bank defore 
final receipt of proceeds, so that, for any 
default of correspondent, the loss would 
fall upon the bank (otherwise not liable 
for correspondents’ defaults either by 
reason of law or special agreement) as 
owner. No bank desires to acquire ab- 
solute title and incur such arisk. Are 


there any cases in which it is possible or 
probable? So far as items mailed by 
correspondents are concerned, these are 
generally indorsed ‘‘for collection,” or 
if indorsed in blank, or otherwise, so as 
to confer apparent title upon the bank, 
there is nevertheless, generally, an ar- 
rangement or understanding that any 
credit given before actual collection, is 
conditional and may be charged back, 
upon failure of collection, But how is 
it with home customers? Frequently 
checks and drafts, payable at home or 
abroad, are credited as cash upon de- 
posit, without any special arrangement as 
to charging back. If dishonored by the 
payor, the question of whether or not the 
bank had title would not be so material, 
because the depositor could be charged 
as indorser. But if paid at maturity, 
and the amount is lost by reason of fail- 
ure of the correspondent, the question, 
whether or not the bank took title and 
became ownei, unconditionally, upon 
deposit, would be very material in those 
states, where otherwise the bank would 
not be the loser by the correspondent’s 
default, or where, being liable under 
the law, it has limited its liability for 
collections by special agreement. If 
owner, the loss is the bank’s; if not 
owner, but only agent, or conditional 
owner until receipt of proceeds, the loss 
is the customer's. We are aware that it 
is generally supposed (and decided to 
be the presumption of law) that the bank 
is not absolute owner in such cases. 
But is the question free from doubt in 
all cases? Look, for example, into the 
case of Zitus v. Bank, 35 N. J. Law,588. 
Checks on NewYork were deposited ina 
Trenton bank and credited as cash in 
the pass-book, and the question was, 
who should stand the loss by reason of 
correspondent’s default, bank or cus- 
tomer. The bank contended the checks 
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were received for transmission only, 
while the customer contended they were 
taken as cash. The point, while really 
not important in that case in view of the 
higher court’s decision that the bank 
was absolutely liable for its correspond- 
ent’s default, was nevertheless consid- 
ered by the court, who said: 


“If there was evidence from which the jury might 
infer that these checks were received as cash, the case 
should have been submitted to them. I think there 
was such evidence. They were received and credited 
in acash account as cash, in part as payment of an 
overdraft, and in part to be drawn against. They were 
received and credited in the same way as bills or notes 
of other banks. Ay such crediting, the bank becawe 
the owner of these bills, asthey did legal tender or bank 
bills so deposited. Had the defendants (the bank) 
failed the next day, the plaintiffs the customer) could 
not have demanded these identical checks as their 
property, left for collection, against a receiver or as- 
signee, in bankruptcy; the plaintiffs had received the 
price of these checks by having it credited on their 
overdrafts and by drawing for it” etc. 


One further illustration: In a recent 
case in lowa, Shaw v. Jacobs, 55 N. W. 
Rep. 333, (decided in May, 1893) the 
point at issue was whether title passed 
to a bank upon deposit by a customer 
and credit of acheck upon another bank, 
which was dishonored. The bank of 
deposit brought suit on the check 
against the drawer. The latter had a 
defense against the payee (customer) 
and contended that the bank was not an 
innocent purchaser, who took title from 
the payee, but had received the check 
only for collection, and was simply 
bringing the action in the interest of its 
customer, who could not, himself, re- 
coveron it. We quote from the opin- 
ion, the following pertinent language on 
the point of title: 


The defendant (check drawer) admits, in effect, 
that, if plaintiffs (the bank) are innocent purchasers 
of the check for value, they are entitled to recover its 
amount, but he insists that in law they are presumed 
to have taken it for collection only, with the right to 
return it when payment was refused. For the purpose 
of showing that such a presumption is authorized, he 
offered to prove by two experienced bankers of Jones 
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county that, by general custom of bankersin that 
county and elsewhere, a check drawn on one bank, 
when presented to another by one of its customers, 
was passed to his credit, but that the credit so given 
was treated as a receipt for the check, and not as a 
payment. The offered evidence was rejected. The 
appellant insists that it should have been received, 
and cites numerous authoritiesto show tat in the 
absence of a special agreement, when a bank receives 
from a depositor a check upon another bank for col- 
lection, if, without fault on the part of the bank re- 
ceiving it, the collection is not made,that bank hasthe 
right to return the check. and cancel the credit for it 
which was given to the depositor. The custom which 
defendant sought to prove would not have affected 
the right of plaintiffs (the bank)to stand upon their 
agreement with Osborn Bros, (their depositors). That 
was shown by the check and the indorsement thereon 
set out in the petition. 


The effect of the indorsement in question was to 
transfer to the plaintiffs (the bank) the title to the 
check, not merely to enable them to collect it, but for 
all purposes. ‘Ihat such was the inteat of the parties 
is shown to some extent by the fact that credit was 
given to Osborn ssros. for the check. /n the absence of 
evidence that the giving of credit was only for the pur- 
pose of keeping a record of the check,—a matter of book- 
heeping,—we must presume that it was intended as a 
payment. The eustom of banks upon which defend- 
ant relies could not have controlled the agreement of 
the parties as shown by the indorsement,and evidence 
to prove it was therefore properly rejected. Theclaim 
that plaintiffs are not the owners of the check is not 
supported by the evidence.” 


These two citations are sufficient for 
our purpose. They both, in effect, hold 
that upon receipt of a check upon an- 
other bank on deposit, and credit as 
cash in pass-book, tte passes to the bank 
in the absence of evidence of a special 
agreement to the contrary. There are, 
of course, cases to the contrary purport. 
For example, Strong v. King, 35 Ul. 19, 
which hods: Where the deposit of a 
check is in the usual course of business, 
the presumption is, it is for collection 
merely, and not as money.* 

But the two decisions first cited show 
that all the cases do not hold, as does 
the last case, and that the law upon the 
point is conflicting and uncertain. 


* See also, Decatur National Bank v. Murphy, g IIL. 
App. 112; Simpson v. Waldby, 63 Mich. 439; Bank v. 
Goodman, 1og Pa. St. 422; Bank v. Scovil, 12 Conn. 
303+ 
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Hence, this lesson and 
Bankers in 
hold them absolutely liable for correspondents’ 


defaults, but only for due selection, or wher- 


suggestion: 
states where the law does not 


ever they contract for non-liability, should be 
careful, in receiving items from home cus- 
tomers, which they credit as cash, to ascer- 
tain whether the law of their state construes 
such deposits, in the absence of special agree- 
ment, as absolute transfers of title, or only 
for collection; and if the former, to make 
such special agreements, by pass book entry 
or otherwise, as will make the character of 
the transaction, a receipt for collection, and 
the preliminary credit, conditional upon final 


receipt of money. 


The Selection of the Correspondent. 


Suitable correspondent must be selected—Custom of 
sending to drawee bank direct not sanctioned by 


courts—Special agreement necessary to relieve 


bank from risk. 


Assuming that the items received, 
have been taken for collection, the next 
step in the process is the selection of a 
suitable correspondent. Whatever may 
be the rule of liability for correspond- 
ents’ default, all the courts agree that 
the receiving bank is under duty to 
select a proper or suitable correspond- 
ent, and use reasonable diligence in for- 
warding the items to him, with any nec- 
essary instructions; and for any neglect 
A bank 


in good credit is, of course, ordinarily, 


of this duty, it will be liable. 


a suitable correspondent. The principal 
point of inquiry in this connection, is the 
propriety and legality of sending an 
item direct to the drawee or payor bank. 
Banks have their established system of 
mutual correspondents all over the coun- 
try. Whenever a bank receives an item 
payable by a correspondent, every con- 
sideration of convenience and economy 
suggests a direct transmission by mail 
to that correspondent for payment, and 
credit or return of proceeds. Frequently, 


also, where a bank has no correspond- 
ent in the place of payment, the same 
considerations wil , nevertheless, lead to 
direct transmission to the drawee, 
There may be no other bank in the same 
place; or other circumstances may point 
to the payor bank as the most suitable 
agent to whom to send the paper, 

How far does the law sanction or dis- 
approve the practice of banks in fre- 
quently sending to drawee or payor 
bank direct? Is it always at the risk of 
the sending bank? 

The view has been advanced in a num- 
ber of cases that the debtor is not a 
proper or suitable person to act asagent 
ot the creditor, in the collection of the 
debt. To mail an evidence of debt to 
the debtor direct, and ask him to remit, 
would be placing it in his power to de- 
stroy the evidence and deny the obliga- 
His interests are all adverse to 
the creditor, and therefore, it has been 


tion. 


held not reasonable diligence in an 
agent, holding for collection the prom- 
issory note given by one individual to 
another individual, to send the promis- 
sory note to the maker, trusting to nim 
to make payment, delay it, or destroy 
the evidence of indebtedness and repu- 
diate the transaction, as his conscience 
might permit. 

With this doctrine existing as estab- 
lished law, the practice of banks has, 
nevertheless, grown up of direct trans- 
m:ssion to payor bank, as aforesaid, in 
many cases. Let us, then, cite recent 
cases to ascertain whether any excep- 
tion has been recognized in the case of 
banks. by reason of existing practices, 
the high standing and responsibility of 
the payor, and the tact that generally, 
the institution is not primarily liable, 
but only as paying agent for their cus- 
tomers. 


In Pennsylvania, the case of Bank v. 
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Goodman, 109 Pa. St. 422, arose. A Phil- 
aielphia bank transmitted a deposited 
check direct to the drawee, the Missis- 
sippi Valley Bank, whose remittance 
draft was dishonored by failure. The 


court held that while the entire measure 
of the Philadelphia bank’s duty was to 
transmit to a responsible agent for col- 


lection, the drawee not such an 
agent. While such a course is frequently 
adopted, it is at the risk of the sending 
bank. 

In Illinois, has been decided the case 
of Drovers National Bank v. Anglo-Amer- 
tcan Co., 117 Ill. A certified check 
was transmitted direct to the country 
bank who had certified it, there being 
no other bank in the place, and the 
amount was lost by failure of that bank. 
The court held that the certifying bank, 
being the primary debtor, was not a 
suitable agent, leaving it an open ques- 
to it would 
in case it 


was 


109. 


tion whether transmission 
have been proper, 
drawee merely. 

In Colorado, in German National Bank 


v. Burns, 12 Colo. 539, a similar decision 


Was a 


was made in the case ot a certificate of 
deposit. 

In New York, in Jadig v. National City 
Bank, 80 N. Y. 100, a note payable at 
an interior bank was sent by mail direct 
to the bank of payment. In this case, 
the mode of transmission through the 
mail was held proper, and the interior 
bank, whose return draft was defaulted, 
was not regarded as the agent of the 
Three 
justices, however, dissented, and in a 
later decision the court of appeals de- 
clared it to be a ‘‘border case.” The 
New York decision, therefore, cannot 
be safely relied on as an authority for 
the legality of the practice of direct 
transmission to the payor bank. 

In the existing state of the decisions, 


sending bank, but of the maker. 
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then, the practice or custom of banks, 
wherever prevalent, of direct transmis- 
sion to the bank of payment, is opposed 
to the law governing such transactions. 
Consequently ever, bank which sends collec- 
tions direct to the drawee or payor bank does 
so at its own risk of the latter’s solvency,and 
relief from this resk, if desired, must be had 
through spectal contract or agreement with 


customer or transmitting correspondent. 


Liability for Correspondents’ Defaults. 


bank liable for 
respondents’ deraults—States holding responsibil- 
Com- 


ment on decisions--Will fixed charges for collec- 


States holding absolutely cor- 


ity for due selection only—Doubtful states 


tion make any difference in the matter of liability? 


Transmission to a suitable correspond- 
ent being made, his neglect releases in- 
dorsers, or by his default, loss of pro- 


ceeds results. In the following states 


and jurisdictions, the collecting bank is 
declared by the courts absolutely liable 
to its customer, for the correspondent’s 
neglect or default. 


ABSOLUTE LIABILITY DOCTRINE. 

. Supreme Court of United States. Exchange Nat. 
Bank vy. Third Nat. Bank, 112 U. S. 27¢ 

. Indiana. American Ex. Co. v. Haire, 21 Ind. 4, and 
cases therein cited. 

. Michigan. Simpson v. Waldby, ¢ 

. Minnesota. Streissguth v. Bank, 4 

. Montana. Power v. First Nat. Bank, 6 Mont. 270. 

. New Jersey. Titus v. Bank, 35 N. J. Law, 588. 

. New York. Allen v, Merch. Bank, 22 Wend. 215; 
Nicholas Bank v. State Nat. Bank, 5 B. L. J. 75. 

. Ohio. Reeves v. Bank, 8 Ohio St. 46s. 


Mich. 439. 
Minn. 50. 


St. 


LIABILITY FOR DUE SELECTION DOCTRINE. 


In the following states, the decisions 
have declared that if the bank transmits 
the paper to a suitable sub-agent, in due 
season, it is not liable for the corres- 
pondent’s neglect or default. 


1. Connecticut. East Haddam Bank v. 
Conn. 303 

2. Illinois. tna Ins. Co. v. Alton City Bank, 25 Ill. 
243. 

3. lowa. Guelich v. National State Bank, 56 lowa, 434. 

4. Massachusetts. Dorchester Bank v. New England 


Bank, 1 Cush. 177. 


Scovil, 12 





COLLECTIONS BY CORRESPONDENT BANKS. 


. Maryland. 
. Missouri. 
Mo, o4. 
Nebraska. 
W. 846. 

. Pennsylvania. 


Jackson v. Union Bank, ¢ 


Harr. & J.146. 
Daly v. Butchers & Drovers’ Bank, ;¢ 


First National Bank v. Sprague, 51 N. 


Bank v. Goodman, 109 Pa, St. 422. 


v. First Nat. Bank 


. Tennessee. Bank of Louisville 


of Knoxville, § Baxt. rox. 


. Wisconsin. Stacy v. Dane Co. Bank, 12 Wis. 


DOUBTFUL STATES, 

In the following states, the question 
of liability for correspondents’ default 
has either 


. Not been decic 


Is left in doubt by the 


Among these states we include those 
in which a bank has been held liable, or 
not liable, for its notary’s default, for 
the question of liability for notary, 1s 
clearly not governed by the same prin- 
ciples, as liability for correspondent. 


Not decided. 
Not decided. 
Not decided. 
Colorado. Left an 


Alabama. 
. Arkansas. 
California. 
open questi 
German National Bank v. 
. Delaware. Not decided. 
. Florida. Not decided. 
. Georgia. Not dec 
. Kansas. Not 
- Kentucky. Not deci 
. Louisiana 


m by the court in 
Burns, 12 Colo. 539. 


Bank not liable for default of notary. 


Hyde Planters Bank, 17 La. Ann, 560. Bank 
lection Havana lottery tickets held 
se of its Havana correspond- 
e court say “Ail agents are responsible 
tor the acts of their subagents."’ Maisch v. Citizens 
Bank, 34 La. Ann. 1207 
- Maine. Not decide 
. Mississippi. Bank not liable for default of notary. 
Bowling v. Arthur, 34 Miss. 4:, 
- Nevada. Not decided. 
. New Hampshire. Not decided. 
North Carolina. Not decided, 
. North Dakota. Not decided. 
7, Oregon. Not decided. 
. Rhode Island. Not decided. 
. South Carolina. Bank liable for notary’s default. 
[lhompson v. Bank, 3; Hill, 77. 
. South Dakota. Not decided. 
. Texas, Not decided. 
. Vermont. Not decided. 
. Virginia. Not decided. 
. West Virginia. Not decided. 
. Washington. Not decided. 


BRIEF COMMENT ON DECISIONS. 

We thus see seven states and the fed- 
eral courts, uphold the doctrine of lia- 
bility for correspondents’ defaults, ten 
States, to the contrary, holding no lia- 
bility, where due selection, and the re- 
doubtful. We have inserted 
Pennsylvania among the states holding 
non-liability de- 
faults. The decisions all ‘‘talk” that 
but the earlier decisions made a 
distinction between receipt for ¢ransmis- 
sion and collection, leaving the question 
one of fact, for a jury's determination, 
and holding that where the engagement 
was for transmission, the bank was not 


mainder 


for “correspondents’ 


way, 


liable for its correspondents’ defaults. 
If the question were now to be left toa 
jury in Pennsylvania, or any other state, 
it would still be a doubtful one. But, at 
the present day, we believe the courts 
universally regard the question as one 
of law, to be charged by the court, or 
announced in so that where 
the courts of any state declare the con- 
tract, implied from the deposit of col- 
lection without special agreement, to be 
either to answer for correspondents’ de- 
faults, or 


decision; 


only an undertaking for 
proper selection and transmission, the 
law of that state may be regarded set- 
tled, as declared. 

Generally, the non-liability cases 
above cited, declare the bank's duty tu 
transmit to a suitable correspondent. 
In two cases, however, Tennessee and 
Wisconsin, the language used is‘‘suitable 
agent at the place of payment,” or ‘tat the 
residence of the maker.”’ Doubtless, how- 
ever, in these, as in other states, a suit- 
able agent elsewhere would satisfy the 
law. 

In the Nebraska case of non-liability, 
the decision runs as follows: ‘‘Where a 


bank receives for collection a note or 
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bill, payable at a distant point, with the 
understanding that such collection is an ac- 
commodation only, or that it shall receive no 
compensation therefor beyond the customary 
exchange’ it is not liable for correspond- 
ents’ default, etc. This suggests the 
question whether, if in any case, a bank 
receives a_ special 
makes a fixed charge for undertaking 


compensation, or 
the collection, the courts which other- 
wise hold it not liable for correspond- 
ents’ defaults, would make a different 
rule in the stated case, and declare the 
bank absolutely liable? 
recent action of banks in many localities 


In view of the 


in establishing fixed charges for collec- 
tions, the inquiry whether a higher de- 
gree of liability would be imposed in 
such cases, in states where the doctrine 
of non-liability for correspondents’ de- 
faults is now established, becomes an in- 
teresting one. We can do no more than 
suggest the question here; to discuss it 
would extend this article beyond read- 
able length. 

The lesson, then, to be derived from 
the cases upon the question of liability 
for correspondents’ defaults is this: Zn 
all places where the absolute liability doctrine 
prevails, as well asin all states where the 
law is undeclared or doubtful, the banker, 
who desires to escape risk, must protect him- 
self by spectalagreement; and even in those 
states where the state courts declare 
non-liability for correspondents’ 
faults, it must be remembered that the 
federal court doctrine 


de- 


is absolute lia- 
bility; hence, any bank in such state, 
undertaking a collection for a transmit- 
ting correspondent in another state, 
must consider the chances of its being 
sued in the federal courts for any c<e- 
fault of its correspondent to whom the 
paper has been sent, and the necessity 
of guarding against absolute liability by 
special contract. 
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Responsibility in the Return and Re- 

alization of Proceeds. 

Bank’s liability where proceeds credited by corres- 
pondent to its account--Collection of return draft 
for proceeds—-The New York doctrine as to what 
stage in return of proceeds, bank’s absolute liabil- 
ity ends. 


The collection has been made by the 
distant correspondent, and the forward- 
ing of currency by express is only occa- 
sional. The usual mode is by draft on 
some money center, either for the exact 
amount collected, or if the distant cor- 
respondent carries a reciprocal account, 
for balance of account. If a collecting 
bank has such arrangement with its cor- 
respondent that upon collection, instead 
of remittance, the amount is passed to 
its credit and is there allowed to remain, 
we should say that any subsequent de 
fault or failure of realization, would be 
the collecting bank’s loss, and not its 
customer’s. In other words, the pro- 
ceeds have been paid to the collecting 
bank in a manner satisfactory to it, and 
thereafter are its property; and it owes 
This, of 
course, is only pertinent to those banks 


its customer the amount. 


otherwise not liable for correspondents’ 
defaults. The 
throughout. 


other class are liable 
Taking up next, the case of return 
draft for proceeds, 
ist. In those states where the doctrine 
is non-liability for correspondents’ de- 
faults. The draft the 


collecting bank, and in effect it becomes 


is received by 


a new collection. If before final pay- 


ment to the collecting bank, either by 


receipt of actual money, (or by collec- 
tion and credit by its money-center cor- 
respondent, which would be equivalent 
to actual payment and constitute a 
transfer of title) the draft should be dis- 
honored, of the corres- 


the default is 
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pondent, and is the owner's loss. This, 
of course assumes that any credit by the 
collecting bank upon receipt of the re- 
turn draft and before its collection, is 
not a purchase or absolute transfer of 
title, but only conditional,* and also 
that there is no negligence by the col- 
lecting bank in forwarding to a suitable 
correspondent. 

2d. In those states and jurisdictions 
wherein a bank is held absolutely liable 
for its correspondents’ default, while any 
dishonor or default of the correspond- 
ents’ draft would visit the loss upon the 
collecting bank, it 1s interesting to note 
a recent decision made by the New York 
court of appeals, which is the strong- 
hold 


of the doctrine of absolute liabil- 
In the case before the court the 
draft of a correspondent bank in Texas, 
representing the proceeds of a collec- 
tion, The court held 


the first bank liable to its principal for 


was dishonored. 


the default, but it declared that if the 
correspondent, instead of remitting its 
own draft had purchased the draft of 
the had 


been defaulted, the first bank would not 


drawee bank in Texas which 


have been responsible. In other words, 
under this rule of absolute liability for 
correspondents’ defaults, the responsi- 
bility does not necessarily continue un- 
til actual realization of the proceeds at 
home, but, as the funds must be trans- 
mitteu by draft, the collection would be 
fully completed and the responsibility 
end, with the purchase and remittance 
of the draft of another bank in good 
While 
it is not the course of correspondent 
banks, having exchange facilities of 
their own, to purchase drafts from other 


credit—in that case, the drawee, 


* See Second Nat. Bank v. Cummings, 89 Tenn, 609; 
also Banking L J., June 15. 1893, p. 491. 
*See St. Nicholas Bank v. State Nat. Bank, ; B. L, 


Je 7%. 75 


banks, this decision is important to be 
noted as showing the degree and limit 
of the bank’s absolute liability for cor- 
respondents’ defaults in New York, viz., 
insurance of the draft of the correspond- 
ent, although in good credit, drawn to 
remit the funds; but non-liability afte: 
the purchase and remittance by the cor~ 
respondent bank of the draft of any 
non-agent bank in good credit. 

Whether the courts of other states 
which hold the absolute liability doc- 
trine, will take this view of the limit of 
responsibility cannot be known, in ad- 
vance of their decision. 


Agreements or Notices Limiting Lia- 
bility. 

We have endeavored, as briefly as pos- 
sible, to show the condition of the law 
in the various states, governing the 
handling of collections by banks, with 
reference to responsibility for corres- 
pondents’ defaults, and ‘in 


tion. 


their selec- 
{In many of the cases, the courts 
declared that if the rules an- 
nounced are not in conformity with ex- 
isting practices, the banks are at liberty 
to change the liability by special con- 
tract. 


have 


‘‘The banks have a right to stip- 
ulate against the ordinary liabilities of 
the business.’”™* 

It becomes, then, a question of prac- 
tical importance—the form, contents 
and sufficiency of such special agree- 
ments. There are two classes of cus- 
with whom the bank must con- 
tract, home depositors and out-of-town 
correspondents. 

The length to which this article has 
already extended prevents any detailed 
discussion of this branch of the subject, 


So far as home depositors are concerned 


tomers 


* Fay v. Strawn, 32 111. 20s. 
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regulations or notices in  pass-books 
probably constitute binding contracts, 
although if the depositor should swear 
he never saw the notice, there might be 
some question.* 


correspondents, it migat not be beyond 


Concerning distant 
controversy whether limited-responsibil- 
ity notices, such as were recently issued 
by banks in clearing centers, if dental of 
their receipt or knowledge of their con- 


* See, for example, Simpson vy. Walby, 63; Mich. 439 
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tents made, would the 


banks. 


ity possible should be obtained—signa- 


was protect 


In all cases, the greatest secur- 


ture by depositor to pass-book rules; 
acknowledgement of receipt of notice by 
correspondent bank, wherever practic- 
able. The contents of the special agree- 
ments, we need not discuss. They can 
be so worded as to relieve the bank from 
risk, and sanction its practices, so far 
as consonant with justice and correct 


business methods, 


CURRENT LEGAL DECISIONS. 


puis department embraces all the newly decided cases of importance to bankers, bank counsei and bank di- 


rectors. 


herein, will be furnished on application. 


The experiences thevdisclose are likewise worthy thecareful attention and study of the merchant, 
the depositor, and the bank student seeking advancement 


Further information regarding any case publishep 


Bankers’ Advances Upon Bills of Lading. 


An Important Decision for Bankers who loan u 


The Mary’and Statute Making Bills “Executed,” 


Alexander v. Merchants and Miners’ Transportation Company, Court of Appeals of Maryland, June a1, 18 


In this case the plaintiffs, bankers, 
made advances upon bills of lading for 
cotton issued by the defendant’s agents 
at Savannah, the cotton to be transport- 
ed to Baltimore and there delivered to 
the steamers of the North German 
Lloyd for transportation to the port of 
Bremen. The bills had been fraudu- 
lently issued, and the cotton mentioned 
was never delivered board the de- 
Tre 


bankers sued to recover the value of the 


on 
fendant’s steamers at Savannah. 
cotton, alleging the defendant's breach 
of contract in failing to trans:ort it to 
Baltimore, and deliver it to the steam 


e:s of the North German Lloyd. 


or for Goods “Delivered,”’ in tl 


pon bills of lading fer Goods Passing Through Baltimore. 


1¢ State, Negotiable, Construed. 
At common law, the bankers had no 
It is 
the master of the 
ship nor the agent of a transportation 
company has the right to sign bills of 


recourse against the company. 


settled that ‘‘neither 


lading until they have been actually 
put on board of the ship or delivered 
into the possession of the company. And 
if a master or agent signs a bill of lad- 
ing for goods which have not been de- 
livered to the carrier, the owner of the 
ship or other means of transportation, is 
not liable either to the shipper or to one 
dealing with or making 


advances in 


good faith upon the bills of lading, 


Bills of lading are not by the commer- 
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cial law negotiable in the same sense as 
bills of exchange and promissory notes. 
They are merely the evidence of owner- 
ship, general or special, of the property 
mentioned in them, and the right to re- 
ceive said property at the place of de- 
livery, and one making advances of 
money upon them does so at his own 
risk and with notice of the limitation as 
to the power or right of the master or 
agent to sign the same.” 

3ut the bankers relied on the Mary- 
land statute making bills of lading, in 
cer ain cases, negotiable. Sec. 1 of 
Article 14 of the Code provides that all 
bills of lading ¢f executed in thts state, or 
being executed elsewhere which shall provide 
for the delivery of goods within this state 
shall be negotiable instruments in the 
same sense as bills of exchange and 
promissory notes, unless it be provided 
in express terms to the contrary on the 
face of the bills, &c., X&c. 

And the second section provides that 
every such bill of lading shall be con- 
clusive evidence in the hands of every 
bona fide holder for value thereof with- 
out notice to the contrary that the goods 
mentioned therein, had been actually 
received by such person or corporation, 
notwithstanding the fact may be other- 
wise, and that the officer or agent had 
no authority to issue bills of lading, ex- 
cept for goods actually received. 

The chief contention that the 
goods were by the terms of the bills of 
lading, to be delivered in Baltimore, 
and the bills, 
able, 


The court, 


Was 


consequently, negoti- 
however, after extended 
discussion, holds that the bills of lading 
in question do not fal withio this stat- 
ute, and the bankers are denied relief. 
It says: 

‘“‘The act of 1876 now codified as 
secs.1 and 2, was as we all know passed 


within a few weeks after the decision in 
Wilkins’ case, 44 Md., 11, where in a 
suit by a bona fide purchaser of a bill of 
lading issued by the defendant’s agent 
in the state of Illinois for the transpor- 
tation of certain car loads of grain to 
Baltimore, it was decided that the trans- 
portation company was not liable, be- 
cause the grain had never in fact been 
delivered to the company. Bills of lad- 
ing were not, the court said, negotiable 
in the same sense as bills of exchange 
and promissory notes. Within a few 
weeks after the rendition of the judg- 
ment in that case the statute now in 
question was passed making bills of lad- 
ing negotiable in the same sense as bills 
of exchange and promissory notes, and 
making them conclusive evidence that 
the goods therein mentioned had been 
delivered to the carrier, but the legisla- 
ture was careful to limit the provisions 
of the act to bills of lading executed in 
the state, or being executed elsewhere, 
provided for the delivery of the prop- 
erty in the state. And by delivery of 
goods under a bill of lading the legisla- 
ture meant and could only mean, it 
seems to us, such a delivery as is recog- 
nized by the commercial law under a 
bill of lading, that is a delivery at the 
port or place of destination to the ship- 
per or his assigns. It never meant the 
delivery of goods from one carrier to 
another carrier in transit through the 
state. And such was the contract of 
delivery on the part of the defendant— 
a contract to carry the cotton from 
Savannah to Baltimore, and there de- 
liver it to the North German Lloyd to 
be transported and delivered to the 
shipper or his assigns at the port of 
Bremen, the end of the carriage.” 

The court further holds that the bills 
were not executed in Maryland, al- 
though the defendant company was a 
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corporation of that state, but were exe- 
cuted in Georgia. 


Corporation’s Lien on Stock for Debt of 
Stockholder. 


The Alabama statute giving such lien applies to 
debts incurred before its enactment. 


Birmingham Trust & Sav. Co. v. East Lake Land Co., 
Supreme Court of Alabama, April 27, 1893. 


Section 1674 of the code of 1886, the 
section first appearing and becoming 
operative with that code, provides that 
all private corporations shall have a lien 
on the shares of stockholders 


“For anv debt or liability incurred to it by a stock- 
holder before notices of atransfer or of a levy on such 
stock.”’ 


After this enactment, a stockholder of 
the East Lake Land Co. transferred his 
stock to the Birmingham bank, as col- 
lateral security. At that timé he was 
indebted to the corporation whose stock 
he held, his indebtedness being con- 
tracted prior to the enactment of section 
1674. 

The court holds that the lien created 
by that section, applies as well to debts 
contracted before its enactment,as those 
contracted afterwards. The lien of the 
corporation is therefore superior to the 
right of the pledgee bank. 


Purchase of Commercial Paper above 
Legal Rate, not Usury. 


The doctrine that accommodation paper in the hands 
of the payee cannot be the subject of sale to pur- 
chaser without notice, not recognized in Minnesota, 


Holmes v. State Bank of Duluth, Supreme Court of 
Minnesota, June 1, 1893. 


In March, 1889, Holmes executed to 
one McDonald for the latter’s accommo 
dation and without consideration, a ne- 
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gotiable promissory note for $200, due 


in four months, with 8 per cent. inter- 
est, and, as security, executed a mort- 
gage on certain real estate. Before ma- 
turity, McDonald sold, transferred and 
indorsed this note, and assigned the 
mortgage to the State Bank of Duluth 
for $180, then paid by it. The bank 
had no notice or knowledge that the 
note was accommodation paper. In 
August, 1890, the bank foreclosed the 
mortgage by advertisement, and bid in 
the premises for the amount due there. 
on, viz., $275.98; and the time for re- 
demption thereafter expired. 

Holmes brought this action to have 
the mortgage sale set aside and declared 
void, on the ground of usury. The bank 
contended it was the owner of the prem- 
ises, 
in the official syllabus, is as follows: 


The court's decision, as expressed 


“Where one buys an accommodation note of the 
payee, not knowing that it was accommodation paper, 
but supposing that it was already a valid subsisting 
security in the hands of the payee, the transaction is 
not usurious, although he bought the paper at a dis- 
count greater than the legal rate of interest.” 


The 


said: 


court, in discussing the case, 


‘‘We are aware of the doctrine of the 
York and 


states, that accommodation paper in the 


courts of New some other 
hands of the payee cannot be the sub- 
ject of a sale; that, to be the snbject of 
a saie, the paper must have a pre-exist- 
ing vitality; that an accommodation 
note having, the 
maker, no validity, and no legal incep- 


in fact, as against 
tion, any one who buys it of the payee 
takes the precise place of the payee in 
respect to the defense of usury,although 
he purchases in ignorance of its true 
character, and supposing it to be, as it 
appears on its face, business paper, and 
given for value; and hence when sucha 
note is sold, even toa bona fide pur- 
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chaser, at a discount greater than the 
legal rate of interest, the transaction is 
usurious. The same courts hold, as do 
all courts that, if a party buys of the 
payee an accommodation note for its 
face, he can recover on it, and that the 
fact that the maker received no consid- 
eration will be no defense; also, that 
after paper has had an inception, and 
has become live business paper, a per- 
son may buy at any discount he can get 
it for, without rendering the transaction 
We confess that these dis- 
tinctions are altogether too refined to 


usurious. 


commend themselves to our judgment. 
The doctrine of the New York courts 
virtually converts the purchase of a note 
into what the purchaser never intended 
or supposed it to be, viz., a loan of 
there can be no 
Undoubtedly, if 
this note 


was accommodation 


money, without which 
such thing as usury. 
had 


knowing that it 


defendant purchased 
paper, and hence had no vitality while 
still in the hands of the payee, the tran- 
saction would have amounted to a loan 
of money, upon the promise of the 
maker, Holmes, to pay back a sum that 
rate of interest which de- 
fendant might legally exact, and hence 
Or, to state 
the proposition generally, if no patty, 
prior to the 


exceeded the 
would have been usurious, 


purchase, could have 
brought an action on the note, and the 
purchaser knew that fact when he bought 
it, then he must be taken to have loaned 
But the better 


rule, and the one as we think most con- 


the money to the maker 


sonant with reason and justice, is that 
if the holder, at the time he bought the 
paper, did not know that it was not al- 
ready a valid subsisting security in the 


hands of the payee, there can be no in- 


tention of len iting money, which is of 
the very essence of usury, and he may 
recover upon it of the maker. He must 


assume that the apparent relation of the 
parties and character of the paper is the 
real one. ¢] We think the question is al- 
ready covered by the decision of this 
court in Jackson v. Travis, 42 Minn. 
438, 44 N. W. Rep. 316, which is not 
distinguishable in principle from the 
present case; and in this view of the law 
we are not without the support of author- 
ity elsewhere. See Daniel, Neg. Inst. § 
752, and cases cited.” 


Addition of Word ‘‘Cashier’’ to Payee’s 
Name. 


Effect upon Surety’s Liability. 


Hodge v. Farmers’ Bank of Frankfort, Appellate 
Court of Indiana, May 23, 1803. 


This case illustrates that bank cashiers cannot be too 
careful over small, and apparently unimportant, mat- 
ters. A note was executed by several sureties to en- 
able the maker to obtain a loan from a bank. The note 
as signed was made payable to the bank’s cashier, in- 
dividually. When presented for discount, the cashier 
said it should have been made payabie to the bank, 
and at the maker's suggestion, he added “cashiér ” to 
his name as payee. This being done without the con- 
sent of the sureties, is held to bea material alteration, 
and to release them from liability. 


The Farmers Bank of Frankfort,Ind., 
brought suit against the maker and sure- 
ties upon a promissory note. Thenote, 
as filled out, made payable to 
**David Coulter,” and a line was drawn 
through the blank space after**Coulter.”’ 
The note was presented to Coulter, who 
was cashier of the Farmers’ Bank. He 
looked at it and said: ‘‘This is not 
It is made payable to David 
Coulter. It should be made payable to 
the bank.” The maker told him to add 
‘‘cashier” to his name, which he did; 
and Coulter, for the bank, discounted 
the note and placed the proceeds to the 
maker’s credit in bank. This change in 
the note was made without the know- 
ledge or authority of any of the sure- 
ties. 


was 


right. 
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The court holds the sureties dis- 
charged and the bank without remedy 
against them. Had a blank been left 
after the payee’s name, the rule might 
have been applied that where a surety 
intrusts to his principal a negotiable 
note, signed by himself, but left blank 
in part, and incomplete, the principal 
may fill such blanks with appropriate 
matter and the surety will be bound 
thereby, in the hands of an innocent 
holder, even though the principal, in 
filling the blanks, exceeds his authority. 
(De Pauw v. Bank, 126 Ind. 553. 

But here there was no blank to be 
filled when the alteration was made,and 
the power to fill blanks does not include 
alterations or additions to a completed 
instrument. (Cronkhite v. Nebeker, 81 
Ind. 319.) 

The familiar rule is applied that a 
material alteration discharges a surety, 
and the alteration changing the identity 
of the payee from Coulter to the bank, 
is held material. 


Release of Surety By Extension. 


An Extension Clause Construed. 





Hodge v. Farmers t ank, Appe late Court of Indiana, 
May 23, 1893. 


A promissory note contained this 


clause: 

“The drawers and indorsers severally waive pre- 
sentment for payment, protest, and notice of protest 
and non-payment of this note, and all defenses on the 
ground of any extension of the time of its payment 


that may be given by the holder or holders to them, or 
either of them.” 


The sureties upon the note claimed 
release because there had been a single 
extension of the time of payment for a 
This detense is 
held bad, by reason of the provision in 
the note. The court says: 

‘It is established law that a contract 


valuabie consideration. 
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made with the principal debtor, upon a 
valuable consideration, and without the 
consent of the surety, extending the 
time of payment for a definite period, 
releases the latter from liability. Gip- 
son v, Ogden, 100 Ind. 20; Jarvis v. 
Hyatt, 43 Ind. 163. .The terms of this 
note, however, must necessarily be con- 
strued to bea consent to at least one ex- 
tension of time. That such a consent, 
embodied in the note, is binding and 
effectual upon the makers, is recognized 
by the case of Henry v. Gilliland, 103 
Ind. 177, wherein it is held that a pro- 
vision for general extensions destroys 
the character of negotiability by the law 
merchant which would otherwise attach 
to the note. 24 Amer. Law Reg (N. 
S.) p. 716, contains an exhaustive re- 
view of this case by Mr. W. W. Thorn- 
ton. That such a provision is binding 
upon the surety for at least one exten- 
sion is held by Brandt, Sur. § 346; Bank 
v. Chick, 64 N. H. 410, 13 Atl. Rep 872; 
Miller v. Spain, 41 Ohio St. 376.” 


Chattel Mortgages in South Dakota. 


Right of Mortgagee to Possession Not Defeated By 
Death of Mortgagor. 


Purdin v. Archer, Supreme Court of South Dakota 
April 19, 1893. 


The supreme court of South Dakota 
has rendered the following decision: 

1. Where, in a chattel mortgage, the 
mortgagor agrees that upon default the 
mortgagee may take possession of the 
mortgaged property either preliminary 
to foreclosure or for preservation, the 
right of the mortgagee to take posses- 
sion is not defeated by the death of the 
mortgagor. 

2. In such case the mortgagee’s right 
of possession is good against the mort- 
gagor’s administrator. 


eh. 
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3. The mortgagee’s claim to such pos- 
session is not such a claim as must, 
under section 5;90, Comp. Laws, be 
presented to the administrator for allow- 
ance or rejection. 


Cuaranty of Rediscounts of Country 
Bank with City Correspondent. 


Liability of Guarantors in Absence of Notice of Ac- 
ceptance of Guaranty. 
Doud v. National Park Bank, U.S. Circuit Court of 
Appeals, Fifth Circuit, Feb. 6, 1893. 


The stockholders and directors of the 
First National Bank of Sheffield, Ala., 
executed to the National Park Bank of 
New York the following guaranty : 


‘“‘Whereas, the First Nationa! Bank of Shef- 
field, Alabama, desires to establish a credit with 
the National Park Bank of New York whereby 
it may obtain advances, loans, or discounts 
from the said National Park Bank: Now, there- 
fore, the undersigned, being five in number, 
and stockholders and directors of the bank first 
above named, to wit, Charles D. Woodson, 
Robert Cloud, James R. Crowe, Edward Doud, 
J. G, Chamberlain, in consideration ot one dol- 
lar to each of them in hand paid, the receipt 
whereof is hereby acknowledged, and of the 
said loans, discounts, or other advances to be 
made, do hereby jointly and severally guaranty, 
promise, and agree to and with the said Nation- 
al Park Bank that the said First National Bank 
of Sheffield, Alabama, shall repay on demand 
to the said National Park Bank any and alls ums 
in which the first-named bank shall be or be- 
come indebted or liable to the said National 
Park Bank by reason of any or all of said dis- 
counts, loans, or other advances, with interest 
thereon, as the same may properly accrue, at 
the rate of six percent. per annum; and, in de- 
fault of such payment by the said First National 
Bank of Sheffield, Alabama, the undersigned 
hereby jointly and severally agree to pay the 
same on demand, together with any interest 
which may have accrued thereon, and to fully 
indemnify and save harmless the said National 
Park Bank against all loss, damage, and injury 
by reason of said loans, discounts, or advances, 
the same not to exceed at any one time an ag- 


gregate of twenty-five thousand dollars of prin- 
cipal. This obligation is to bea continuing one 
for a period of eight months from its date, and 
is to apply to and cover all overdrafts, loans, 
advances, and discounts made as above named 
during the period. 
‘Dated at Sheffield, Alabama, this 13th day of 
May, 1$38o. 
“Chas. D. Woodson. 
‘*Robert Cloud. 
‘“‘Tames R. Crowe. 


“Edward Doud. 
“J. G. Chamberlain.” 


The Park Bank sued the guarantors 
on this instrument, alleging that the 
writing was accepted as a security and 
indemnity for advances, loans, and dis- 
counts to be made by it to the Sheffield 
Bank, upon the faith of which it did 
make such advances, loans and _ dis- 
counts to said Sheffield Bank, on ac- 
count of which a balance is overdue, un- 
paid, and owing the guarantee bank 
from said Sheffield Bank and the said 
guarantors. The guarantors defended, 
on the ground that the complaint did 
not show that notice of the acceptance 
of the guaranty was given the guaran- 
tors, and they averred ‘‘that they had 
no notice that plaintiff had made any 
advancements, loans, or discounts to or 
for the First National Bank of Sheffield, 
Alabama, or that plaintiff made any ad- 
vancements, loans, or discounts to said 
bank on the faith or security of these 
defendants.” 

The court decides: The writing de- 
clared on shows that the guarantors had 
a direct personal interest in the credit 
to be extended to the principal debtor, 
and it expresses that a part of the con- 
sideration, and clearly the whole real 
consideration, moving them, is ‘‘the 
said loans,discounts,and other advances 
to be made.”” Concede that the writing 
is an offer of guaranty; it is given ona 
consideration moving to the guarantors 
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through their bank, and in such cases 
the performance of the consideration by 
the guarantee implies its acceptance, 
completes the contract, and imposes the 
liability, Langd. Cas. Cont pp. 
The precedents on this subject are re- 
viewed, and their doctrine stated, in 
Davis v. White, 104 U. S. 159. 
Judgment against guarantors. 


987. 


Chattel Mortgages in North Dakota. 
Important Points Settled as to Priority, Renewal, and 


Sufficiency of Description. 


Union Nat. Bank of Oshkosh v. Oium, Supreme Court 
of North |)akota, December 28, 1802. 


North Dakota banks will note the fol- 
lowing decision of their supreme court, 
involving points having a bearing on the 
security of chattel mortgages, as a basis 
for loans: 

t. The description in a chattel mort- 
gage stated that the property was situa- 
ted on a certain section in a certain 
township and range, but did not name 
the county or state within which such 
section and property were located. The 
mortgage was filed by the mortgagee in 
Ransom county, in the then territory of 
Dakota, and it was shown that the sec- 
tion named in the mortgage was located 


in that county, and that property cor- 
responding with that described in the 
mortgage was situated thereon, owned 


Held a sufficient de- 
scription as against ar attaching credit- 
or as to such property, but not as to 
property not situated on such section. 
2. Where a creditor attaches personal 
property covered by a mortgage, be- 
tween the execution and delivery of the 
mortgage and the filing thereof, his lien 
is not superior to that of the mortgagee, 
under the statute (section 4379) declar- 
ing such mortgage void as to creditors 
unless filed, where the debt for which 


by the mortgagor. 
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he attaches existed before the giving of 
the mortgage, and the creditor has not 
altered his position to his detriment 
since the mortgage was given, and be- 
fore the filing thereof. 

3. It is unnecessary, to preserve the 
lien of a chattel mortgage, to renew the 
same by refiling a copy thereof, with a 
statement, etc., as required by chapter 
4 of the Laws of 1890, where the mort- 
gagee has taken possession of the prop- 
erty before the period arrives at which 
the statute requires the mortgage to be 
so renewed. 


Surety’s Liability on Note to Bank. 


Bank 


without notice) Not Bound By Principal’s 


Wrongful Negotiation 


Nor Does Cashier's Promise to Refuse Note Without 
Additional Names, Bind Bank. 


North Atchison Bank v Gay, Supreme Court of Mis- 
souri, Feb. 14, 1803. 


To a bank's suit on a discounted note, 
the surety interposed certain defenses— 
its negotiation by the principal in viola- 
tion of an agreement to procure other 
names; no consideration given by the 
bank; agreement by the bank, through 
its cashier, with the surety not to ac- 
cept paper with the surety’s name, un- 
less there were other solvent sureties 
also; and lastly, fraud and conspiracy 
between the bank and _ principal, to ob- 
tain the surety’s signature. The court 
decides: 

1. Surety bound upon wrongful negotia- 
tion. Since the decision in State v. Pot- 
er, 63 Mo. 212, it has been the settled 
law of this court that when a surety 
signs a bond or note, and leaves it in the 
hands of his principal therein, to be de- 
livered only on condition that it is tobe 
signed by other sureties, and the prin- 
cipal delivers the bond or note, in viola- 


tion of this agreement, to the obligee, 
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and the obligee has no notice of suchan 
agreement, the surety will be bound. In 
the present case, the bank did not know 
of the principal’s agreement, and its 
violation; hence the surety is bound. 

2. Consideration, The taking of anew 
note, as done in this case, extending the 
time of payment yo days, and crediting 
the old note with that sum as payment, 
was ample consideration for the promise 
in the new. The defense of no consid- 
eration therefore fails. 

3. Cashier's The ~ourt 
holds that evidence was properly ex- 
cluded to the effect that the surety had 
an agreement with 


agreement, 


the cashier not to 
take notes with his name on them unless 


they were otherwise solvent, saying: 


73 


‘The alleged promise was without 
any consideration, and was no defense 
to this action.” 

In other words, this is a ruling that 
although a bank cashier promises A that 
the bank will not discount notes with 
A’s name on unless other names also ap- 
pear on the paper, the bank may, never- 
theless, violate this promise with impun- 
ity, and hold A upon paper so dis- 
counted; the promise being without con- 
sideration, 

Lastly, held that the ev dence fails to 
show a conspiracy between the principal 
and the cashier to obtain the surety s 
name upon the note. 

Judgment 
bank. 


holding liable to 


surety 


Note Payable in Mexican Silver Dollars. 


Negotiability in Texas. 


Hogue v. Williamson, supreme court of Texas, May 29, 1 


Suit was brought on the following 
promissory note: 

“Saltillo, January 25, 1388. On or before May 1st, 
1888, I promise to pay C. ©. Hogue, or order, 


Mexican Silver Dollars. George S Williamson, $ 
Mex.”’ 


14¢ 
1, 
and judgment was asked for $850, Mex- 
ican dollars being worth 85 cents each 
in American coin on May 1, 1888. The 
defense was a general denial and also 
an allegation that the note sued on was 
for money won with cards, 
therefore illegal and void. 
The point at issue was whether the 
instrument sued on was a negotiable 
promissory note. The trial 


and was 


court re- 


i3- 


garded it as an ordinary contract for the 
delivery of a certain commodity, which 
required the plaintiff, by affirmative 
testimony, to show a breach of the con- 
tract. Plaintiff having merely introduced 
the note in evidence and proved its 
value at maturity, and then rested, a 
verdict for the defendant was directed. 
The supreme court of Texas overrules 
this view, and holds the instrument to 
be a negotiable promissory note. It says: 
‘* We are of the opinion that the in- 
strument in question is a promissory 
note, Itis such in form and in sub- 
stance, unless the fact that the sum pay- 
able is expressed in Mexican silver dol- 
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lars should make a difference. Speaking 
of the sum for which a bill of exchange 
must be drawn, Mr. Chitty says: ‘It 
may be the money of any country.’ 
Chit. Bills, 160. Judge Story says: 
‘But provided the note be for the pay- 
ment of money only, it is wholly imma- 
terial in the currency or money of what 
country it may be payable. It may be 
payable in the money or currency of 
England or France or Spain or Holland 
or Italy or of any other country. It 
may be payable in coins, such as in 
pounds sterling, livres, turnoises, francs, 
florins, etc., for in all these and like 
cases the sum ot money to be paid is 
fixed by the par of exchange or the 
known denomination of the currency 
with reference to the par.’ Story, Prom. 
Notes, §17. The same rule is distinctly 
laii down in 1 Daniel, Neg. Inst. § 58, 
and in Tied. Com, Paper, § 2gb. 

In view of the opinion of these emi- 
nent text-writers, it is remarkatle that 
we have found but two cases in which 
the question is discussed and decided. 
In Black v. Ward,.27 Mich. 191, it is held 
that a note made in Michigan, payable 
in Canada, in ‘Canada currency,’ is 
payable in money and is therefore nego- 
tiable. But in Zhompson v. 
Wend. 71, a note made in New York, 
and payable there in ‘Canada currency,’ 
was held not negotiable. The court, 
however, say: ‘ This view of the case is 


Sloan, 23 


not incompatible with a bill or note pay 
able in money of a foreign denomina- 
tion, or any other wenomination being 
negotiable, for 1t can be paid in our own 
coin of equivalent value, to which it is 
always reduced by a recovery. A note 
payable in pounds, shillings and pence, 
made in any country, is but another 
mode of expressing the amount in dol- 
lars and cents, and is so understood ju- 
dicially. The course, therefore, in an 


action on such instrument is to aver 
and prove the value ot the sum expressed 
in our own tenderable coin.’ This de- 
cision was made in 1840, and it is to be 
inferred that at that time the dollar was 
not a denomination of the lawful money 
of Canada. We also infer that when 
the Michigan case arose this had been 
changed, and the denomination of Can- 
ada money corresponded with that of 
the United States. Upon this theory it 
would seem that the cases may be re- 
conciled. The language quoted from 
the opinion in Zhompson v. Sloan, supra, 
indicates clearly that, if the money 
named in the note had been a denomin- 
ation of Canada money, the rul ‘ng would 
have been different, unless, perchance, 
the word ‘ currency ’ would have affect- 
ed the The note we have 
under consideration is for Mexican sil- 


question. 


ver dollars —coins recognized by the 
laws of the United States as money of 
the Republic of Mexico. Rev. St. U. S. 
§ 3567. We conclude that the note 
sued upon in this case was a negotiable 
promissory note, and that when 
evidence, 


the 
plaintiff offered it in and 
proved the value of the Mexican dollar 
at the time of its maturity, he had made 


a prima facie case. 


Set-ofi of Judgment on Discounted 
Paper against Judgment for 
Usury Penalty. 


In Barbour v. Bank, supreme court of 
Ohio, January 31, 1892, a national bank 
in Ohio made usurious discounts to a 
manufacturing company, which became 
insolvent. The receiver brought an ac- 
tion against the bank for the penalty 
for taking usury, and recovered judg- 
ment. Thereafter the bank obtained 
judgment against the company on its 


notes. The court allows the bank, 
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upon principles of equity, to set-off the 
judgment in its favor, against the judg- 
ment in favor of the receiver. 


Purchase of Commercial 
Bank. 


Paper by 


The Missouri Rule as to Limit of Price, and Usury. 


Salmon Falls Bank v. Leyser, Supreme Cour: of Miss 
ouri, May 16, 1893. 


The supreme court of Missouri, dis- 
cussing the power of a banking institu- 
tion to purchase notes outright, holds: 
A bank has the power, where nothing to 
the contrary appears in its charter, to 
buy outright promissory notes, but it 
has no right to purchase them at a 
greater rate of discount than the rate of 
interest it might lawfully charge for the 
loan of that money, if it had discounted 
the noces, instead of buying them, and 
if it did so, the amount of discount in 
excess of the lawful rate of interest is 
usurious, 


Liability of Bank for Arrest Caused by 
its Messenger. 


Where Act Not Authoized or Ratified, 
Incurred 


no Liability 


National Bank of Commerce v. Baker, Court of Ap- 
peals of Maryland, April Term. 1893. 


In an action against a Baltimore bank 
by the drawee of a draft, for malicious 


arrest and false imprisonment, by reason 


of the action of the bank’s runner in 
causing the arrest, the point involved 
was whether the bank had authorized or 
ratified the act, so as to be liable. The 
evidence adduced was as follows: 

The officer who made the arrest said 
he had no orders from the :ank, but 
that his superior officer ordered him to 
go to or near plaintiff's place of busi- 
ness and ‘‘see that there was no viola- 


tion of the law committed.” The 
bank’s collecting clerk said: ‘‘ The cash- 
ier gave me the draft and told me to 
present it to the defendant and not to 
allow it to go out of my hands, but to 
present it for payment; to let him see 
it, to let him see everything that was on 
it, but to be polite as possible; that he 
did not want to have any trouble with 
defendant; he said there was a detective 
officer to go along; he said this man is 
an officer and he will protect you.” 

The cashier himself testified he gave 
no orders or instructions as to arresting 
the plaintiff. He went to the office of 
the Ma shall of Police and informed thai 
officer that he wanted to send the bank’s 
runner to the plaintiff's place of business 
and apprehended he might be assaulted 
by the plaintiff, and requested that an 
officer might be sent along to protet 
the runner. 

The court holds that 
failed to make out a Case. 


the plaintiff 
It says: We 
are unable to find any evidence in the 
record which measures up to the strict 
requirements of the settled rule in a 
case like this, for before the defendant 
can be held liable ‘‘it must be shown 
either that there was express precedent 
authority for doing the act, or that the 
act has been ratified or adopted.” Carter 
v. Howe Machine Company, 51 Md,, 298. 

The jury were instructed, however, 
without objection, that there was no 
ratification in this case, and as we have 
seen there is no evidence of any express 
precedent authority. If we should as- 
sume that the arrest was made by the 
express authority or order of the de 
fendant, or was subsequently ratified by 
itor by some officer having power to 
bind it, the authorities cited by the 
plaintiff would have some application, 
In the case of Warner v. Riddeford, 4 C, 
B. N. S., 202, the defendant took the 
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officer with him to the plaintiff's house 
and stood by while the officer made the 
arrest. 

In Lynch v. Met. Elevated Railway Co., 
go N. Y, 77, it was held that the gate- 
keeper was acting within scope of his 
authority when he made the arrest, 
Here, however, no officer ot the defend- 
ant bank, who could bind it without ex- 
press authority, was present when the 
arrest was made, for as we have said, 
the court below instructed the jury 
without objection that the runner of the 
defendant bank who ordered the arrest, 
had no such implied authority, and as 
we have seen, there was no express au- 
thority.” 

Usury in North Dakota. 


Penalty for Usury, Incurred under Former Law, 
not Extinguished by Repeal. 


National Bank of North Dakota v. Lemte, Supreme 
Court of N. D., March 1, 1893. 

A note was executed for $633.65; the 
borrower receiving $465.65, the excess, 
$168, being an usurious bonus. Under 
the law existing at the time the note 
was given (Section 3723 Comp. Laws), 
‘*any person receiving, retaining or con- 
tracting for any higher rate of interest 
than twelve per cent. per annum forfeits 
all the interest so taken, received, re- 
tained or contracted for, and when the 
note is sued on the plaintiff can recover 
only the principa!.” This usury: law was 
repealed by chapter 184, Laws 1890. In 
an action on the note, thereafter brought, 
it was urged thas this repeal wiped out 
all penalties and forfeitures under the 
old statute, and left the note to be en- 
forced in its entirety. In other words, 
that neither the penalty prescribed by 


said section 3723, nor by the usury law 
enacted in 1890, and which repealed the 
old law, could be applied to this partic- 
ular transaction, and, even if confessed 
ly usurious under either or both statutes, 
still there is no remedy left for the en- 
forcement of the consequences of such 
usury. The court holds: 

That the repeal of a statute penal in 
its nature, without a saving clause, op- 
erates to absolutely extinguish all pen- 
alties under such law, is, we think, 
quite well settled. See Zwellv. Daggs, 
108 U. S. 143, 2 Sup. Ct. Rep. 408, and 
cases there cited. But this rule of law 
has been abrogated by a general pro- 
vision in this state. Section 4767, Comp. 
Laws, reads: 


“The repeal of any statute by the legislative as- 
sembly shall not have the effect to release or extin- 
guish any penalty, forfeiture or liability incurred 
under such statute, unless the repealing act shall so 
expressly provide; and such statute shall be tgeated 
as still remaining in force, for the purpose of sustain- 
ing any proper «ction or prosecution for the enforce- 
ment of such penalty, forfeiture, or liability.” 


Other states have substantially this 
same provision. Fora construction of 
the Indiana statute, see W. U. Telegraph 
Co. v. Brown, 108 Ind. 538, 8N. E. Rep. 
171. For Missouri statute, see Stave v. 
Kansas City, ete. R. Co., 32 Fed. Rep. 
722. For Kentucky statute, see Com. 
v. Sherman, 85 Ky. 686, 4S, W. Rep. 790. 
In each of these cases the court enforces 
a penalty incurred under a statute that 
had been repealed prior to the time of 
the trial. The repealing statute of this 
state passed in 1890 is silent as to the 
penalties incurred under the former law. 
Hence, under this plain provision of sec. 
tion 4767, Comp. Laws, appellant is not 
relieved from that penalty. 


—_—-+)-<S- Spee 





TEXAS BANKERS’ CONVENTION. 


THE TEXAS BANKERS’ 


CONVENTION 
AT SAN 


REPORT OF THE NINTH ANNUAL 


The annual convention of the Texas 
Bankers’ Association was held at San 
Antonio on May 16, 17 and 18, 1893. 
The address of welcome was made by 
Mayor Paschal, of San Antonio, and 
was responded to by Mr. T. J. Groce, 
president of the Galveston National 
Bank. President Wooldridge’s annual 
message followed, in which he reviewed 
pending questions, both local and nat- 
ional. The secretary’s and treasurer's 
reports were then made, the latter show- 
ing a balance on hand of $528.95. Fol- 
lowing this came the address of Mr. J. 
G. Lowdon, president of the Abilene 


National Bank, upon ‘‘days of grace.” 
Mr. Lowdon said: 


Three Days of Crace, Should the Prac- 
tice be Abolished? 


In weighing and reviewing the _ subject, 
“‘Three days grace, should the practice be abol- 
ished?” I find it does not permit of much dis- 
cussion. I have arranged the subject under 
two heads: 

First: Notes and time items that carry grace. 

Second: Collection of sight items. 

We will now review the first heading: The 
common law of England and the United States, 
as well as specific statutes, have provided so 
long, for three days of grace, that the great 
difficulty in repealing them would be that the 
people generally would not understand it for a 
long time and trouble might arise. A _ bill to 
abolish them was before the present New York 
Legislature and was defeated, the measure re- 
ceiving only 61 affirmative votes. Massachu- 
setts treated the subject in a like manner. It 
attracted no special attention from the New 
York bankers, and in fact, no discussion of the 
subject. Apparently, there is no objection to 
days of grace, the custom being of long dura- 
tion, and from the further fact, that interest is 
charged for the three days, as it is for the speci- 
fied time. In practice, a note that runs for three 
months, is due in three months and three days. 


CONVENTION. 


OF THE TEXAS’ BANKERS’ 


ANTONIO, 


ASSOCIATION, HELD 


I suppose we may indulge in speculation as to 
why the three days were granted originally; 
probably because of slowness of mail communi- 
cations and to provide for delays, etc, If the 
subject was a new one and days of grace had 
never been allowed, I believe bankers would 
oppose it, but having been a practice so long, 
I think that they would prefer to have the 


J. G. LOWDON, 


matter undisturbed. It is souniversally known 
that days of grace are allowed, that business 
has adjusted itself accordingly. 

I now come to the second heading of my sub- 
ject: ‘‘Collection of sight items,” a subject of 
considerable care to bankers, who pay strict 
attention to their collection department. The 
difference existing in the various States respect- 
ing the collection of sight drafts, could be 
remedied, if the bankers’ association of each 
State would agree upon some particular plan. 
The law of New York State would be a good one 
to adopt or agree upon, as it does not permit 
grace upon sight drafts. There is no good 
reason advanced why three days’ grace should 
be ailowed upon sight items. The words ‘‘at 
sight” indicate, and should by law mean, pay- 
ment upon presentation. If itisthe desire and 
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intent of the maker of drafts, to give additional 
time to his customers, after presentation of such 
drafts, he can readily state the desired time in 
the face of the dratt. I would suggest that this 
association, through the proper channel, for- 
mulate a plan that would cover the matter and 
present same to this meeting for discussicn and 
adoption. This plan we could recommend to 
sister associations, requesting their co-opera- 
tion, in bringing the plan before their respective 
legislatures. Through this combined action, 
we may yet succeed in obtaining a correction ot 
the law, governing collection of sight drafts. 


The next topic was ‘‘The Country 
Banker,” which was made the subject 
of an interesting and amusing paper by 
W. Goodrich Jones, president of the 
Temple National Bank, of Temple, Tex. 
At the session of the second day an able 
address, prepared by Mr. Lasker, vice- 
president of the First National Bank of 
Galveston, upon ‘‘The hoarding of the 
public money of Texas in the State 
treasury, and how to restore it to circu- 
* was read by 


lation among the masses,’ 
the secretary, Mr. Lasker being unable 
to attend, 

The topic of State bank circulation 
was then made the subject of a splendid 
address, read by G. A. Levi, of A. Levi 


& Co., bankers, Victoria, Texas. Mr. 


Levi said: 


Ten Per Cent. Tax on State Bank Cir- 
culation—Should it be Repealed? 


The ten percent. tax should be repealed—State bank 
currency, however, not favored—A national sys- 
tem advocated—A plan to stimulate national bank 
circulation—Proposed system would meet ap- 
proval of bankers and business men—Circulation 
would be materially increased. 


The question propounded might be very 
briefly, yet completely, answered, if its scope 
be limited to its literal import. But I apprehend 
that involved in it is the further inquiry, what 
character of circulating medium shall we sub- 
stitute for the rapidly diminishing National 
bank notes. 


REPEAL TEN PER CENT, TAX, 


Before submitting any plan for the issuance 
of currency, I wish first to direct attention to 
the question propounded by the subject of my 
paper. ‘‘Should the 10 percent. tax on State 
bank circulation be abolished?” To which I 
answer unequivocally, yes. The tax is an in- 
vasion of the rightful prerogative of the States. 
Moreover, any national legislation taxing a 
legitimate business pursuit, in a _ prohibitory 
spirit and not for actual revenue is unconstitu- 
tional and perversive of the fundamental prin- 
ciples of our government. Mr. Horace White 
in his address before the American Academy 
of Political and Social Science at Philadelphia, 
says: ‘‘There may be room for difference of 
opinion as to the scope of the decision of the 
Supreme Court in the case of Veazie Bank vs. 
Fenno, wherein they say, ‘it was not repugnant 
to the Constitution,’ but according to my read- 
ing, the court held that the judicial department 
of the government could not prescribe limitation 
to the legislative department upon the exercise 
of its acknowledged powers.” That is his 
opinion, but any constitutional lawyer will ad- 
mit that the constitution does not authorize the 
national government to invade the reserved 
rights of the States, nor to limit the inherent 
rights of the citizens by prohibitory taxation. 
Mr. White says further: *‘A different question 
is raised when we look at the moral and econo- 
mical features of the tax. If you can tax bank 
notes, not for the purpose of revenue, i. e. not 
for the usual purposes of taxation but for some- 
thing quite different, you may tax anybody or 
anything on the same principle. The debate 
shows that the tax was imposed to kill state 
bank notes, not to obtain money for public uses. 
Hence such a power can be invoked to destroy 
any industry, to take away any man’s livelihood 
and reduce him to beggary.” As Mr. White 
forcibly puts it, ‘‘it is a doubtful expedient, for if 
I want to tax your business out of existence be- 
cause it interferes with mine, I shall begin by 
persuading congress that you area bad fellow 
and that your influence over the young is per- 
nicious. There is no limit to its oppressions if 
the principle is admitted, that you may use the 
taxing power for other purposes than those of 
the public fisc.” If such legislation is a wrong, 
as I firmly believe it is, it should be abolished, 
and not shirk the responsibility by saying as 
does Mr. White; ‘“‘If the means were question- 
able, still, we are not responsible. The blame, 
if any, is on the last generation.” Therefore I 
say to uphold the fundamental principles of our 
government upon which it was founded and by 
which it attained its power and strength among 
the nations of the world, the tax in question 
should be abolished. 


STATE BANK CURRENCY NOT DESIRABLE, 


By that, I however do not wish to be under- 
stood as favoring a state bank issue of currency. 
On the contrary, I am not an advocate of what 
I would deem an imperfect system, under diver- 
sified control, as against an almost perfect sys- 
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tem under central control. The national banks 
for a long series of years have demonstrated 
their ability to furnish the country with a cur- 
rency, every dollar of which is worth par 
throughout the length and breadth of the land. 
A change to a currency that would be less se- 
cure, lacking uniformity and that would not 
pass curreat in every state would certainly be 
unwise andretrogressive. But it is contended 
that the national bank note circulation is dimin- 
ishing to such an extent as to require something 
in its stead, and hence state banks of issue be- 
come necessary. It is true, national bank notes 
are being withdrawn from circulation, through 
the cancellation of U.S, bonds, by which they 
were secured, and we are called to substitute 
some other currency to meet the requirements 
of trade instead. 

But it does not follow because an increased 
circulating medium is required, that state banks 
of issue are the only or the proper sources from 
which the increase should emanate. Nor does 
it follow on the other hand, if state banks of 
issue be denied existence, that the government 
i.self must become the primary and sole emitter 
of paper currency. The objections to the cur- 
rency issued by state banks have been so often 
and so fully stated that a repetition of them 
here would be tedious. There can be no doubt 
that if an adequate circulating medium can be 
proposed and obtained through some practical 
agency, the agitation in favor of state banks of 
issue would cease. It occurs to me, therefore, 
as proper to indicate a plan by which the needs 
of the country can be adequately satisfied in the 
matter of circulation without the intervention of 
state banks. It is to be remembered that State 
banks of issue should not be prohibited by re- 
pressive taxation, but they may with propriety 
be discouraged and even repressed by such a 
national system as will offer greater attractions 
to the public at large and to private invest- 
ors. 

This national system should not, however, 
connect the government with the currency as a 
direct obligator, but simply as its guarantor. 
Currency manufactured by the general govern- 
ment on the currency principle in stated quan- 
tities, is not suited to modern trading. Our 
money in daily use must be safe and as elastic 
as safety will permit. Elasticity can be secured 
only by having the volume of currency regu- 
lated by the demand for it, so that it will flow 
out when needed to move crops and flow in 
again when the need has passed. The only 
machinery adopted for such an ebb and flow of 
money is that of the banks, and to the banks 
should be committed the issue of our currency, 
under restrictions and safeguards thrown 
around it such as would justify the national 
government to guarantee it as it now does with 
the national bank bills in circulation. By such 
means we can secure such a varying volume of 
money as will serve our best commercial inter- 
ests. Itis my opinion that in addition to the 
desire to correct a wrong by the repeal of the 
Io per cent. tax on state bank notes—the polit- 
ical party that declares in faver of such repeal 
really intends that the banks shall be the chan- 


nels for the issue of money, and not the federal 
treasury. 

We want federal laws governing the security 
of our national money, but not federal money 
itself. Each to its owa province, to the general 
government properly belongs the promulgation 
of laws which shall secure the satety of the 
people’s paper money; to the national banks 
properly belongs the actual issue of that money, 
carefully made safe under the regulations of the 
federal treasury department. The quantity and 
volume from time totime of paper circulation 
should be determined by the need of commerce. 
Banks are in close touch with trade and best 
know its currency requirements. It is apparent 
from what I have said that I favor national 
banks of issue upon such terms and conditions 
as will preclude successful competition by state 
banks ofissue. This conclusion has not been 
reached without considering a plan by which 
national bank circulation may be stimulated 
with safety, regardless of the supply or value of 
government bonds. The security which I shall 
propose to be demanded of the national banks 
when allowed to issue bank notes, will doubt- 
less admit of modification; but my propositioa 
will at least convey the idea by which I would 
have the circulating medium increased and t¢ 
so lioeralize and enlarge the capacity of the 
national banking system that even with the re- 
peal of the prohibitory tax the state bank issue 
would not be called into play. If the issue by 
national banks were made profitable, and the 
demand were satisfied through the national sys- 
tem, state banks with the issue privilege would 
be no menace. 


A PLAN FOR NATIONAL BANK CIRCULATION, 


Each national bank should be allowed to com- 
mence or continue business, and should be 
authorized to issue circulating notes, equal in 
amount to one hundred per cent. of its paid in 
capital, which capital shall consist of standard 
coin or legal tender money, upon a deposit with 
the treasurer of the United States of the amount 
of standard legal tender coin, equal to three- 
fourths, or perhaps a larger proportion, of the 
circulating notes desired to be issued by said 
national bank, but the amount of circulating 
notes so issued by said national bank, shall in 
no instance exceed the amount of its paid-in 
capital, 

The circulating notes are to be a first lien 
upon all the assets of the bank, and are to be 
printed and issued to the banks under the direc- 
tion of the comptroller of the currency in the 
same manner and under the same regulations 
and restrictions as notes secured by bonds 
are now issued to the banks, and shall be guar- 
anteed by and redeemable through the United 
States treasury as nationa) bank notes now in 
existence are. 

An annual tax of one per cent. shall be col- 
lected upon the circulation provided for herein, 
in the same manner as now provided by law for 
the collection of an annual tax of one per cent. 
upon circulation of national banks secured by 
bonds. One half the proceeds of this tax shall 
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be set aside as a safety fund from which the 
notes of insolvent national banks shall be paid, 
when the amount realized from the assets of 
such banks is insufficient for the purpose; and 
the other one half shall go into the general rev- 
enues of the government, 

Whenever a national bank shall become in- 
solvent, or commit any act for which the comp- 
troller has authority to appoint a receiver, the 
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therefrom for the redemption of the outstand- 
ing circulation of such national bank as far as 
the proceeds of such assets permit. If such 
proceeds are in excess of the amount required 
to redeem the circulation, such excess shall be 
divided among the depositors and other credit- 
ors in the manner now provided by law. 

All other laws now in existence not in confi ct 
with the above, including those regarding exa- 


G, A, LEVI, 


redemption of its outstanding notes shall at 
once be provided for from the reserve deposit 
of said standard legal tender coin as far as it 
admits, and the balance shall be provided from 
the safety fund. As the proceeds of its assets, 
including the liability of its shareholders, if ne- 
cessary, are paid into the treasury of the re- 
ceiver, in the manner now directed by law be- 
fore any dividends shall be paid to depositors, 
or any other creditors of the bank, the safety 
fund shall be re-imbursed in the sum taken 


mination and calls for published reports sworn 
to, shall remain in full force and effect. 

As it now is the national banks, with refer- 
ence to the issue of a circulating currency, are 
hampered, but with the enlargement as to state 
banks, circumstances would demand a more 
liberal policy towards national banks, but still 
providing ample security as their currency 
basis. The results would be that the national 
banks would survive on such basis as the fittest 
and especially with reference to the issue of 
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currency. They would have the protection 
against counterfeiting by having all the bills 
printed by the government upon carefully pre- 
pared paper made by the government and never 
out of the government’s possession, while on 
the other hand, if the forty-four states are to 
furnish the currency of the country, then there 
would be varying laws, varying supervision, 
and with varying kinds of circulating notes it 
would multiply the opportunities for counter- 
feiting. A lack of uniformity would make their 
circulation, outside their own locality or state, a 
question of uncertainty. As a matter of fact 
there would be many state banks whose bills 
would be risky, even after the discount was off. 
Their actual value would depend entirely upon 
the laws of the states authorizing their issue, 
supplemented by the financial standing of the 
men back of the banks. 

The currency question should be treated sole- 
ly as a financial one, with a view to the best 
good of the whole people. Who can say that a 
bank currency, left exclusively to the c ntrol of 
the various states, would be absolutely safe or 
desirable? History justifies no such hope. A 
repeal of the ten per cent. tax, with imposed 
conditions on state banks of issue by congress, 
would make such banks national banks for the 
purpose of issuing circulating notes, and con- 
gress would then have to provide tor their 
supervision and examination, to see that the 
laws are complied with, as is now done with the 
national banks. Nothing can be gained by de- 
nationalizing present national banks and con- 
ferring the right of issue to state banks under 
similar restrictions and regulations as are or 
could be imposed upon our national banks. Nor 
could any public interest be subserved by divid- 
ing the function of issuing currency with the 
forty-four states. 

The operation of the national banking act, 
which, by the exigencies of the times, now de- 
mands certain changes, has inspired a degree 


G. A. LEV! is well known in fipancial circles not only 
within his own state but throughout tLe United States. 
He is a leading banker and has written a number of 
valuab’e articles on finance and on practical banking. 
He figured as an able debater in the American Bank- 
ers’ Convention at New Orleans in 1891, and in numer- 
ous conventions of the Texas Bankers’ Association. 
He was made president of the latter association in 
1890 and is a recognized leader. At the late convention 
he was styled the “‘Depew of Texas.”’ Although still 
in the prime of life Mr. Levi has held many positions 
of trust and of political importance, although he is far 
from being a politician. In 1882, when Count Telfener 
assisted by Jnce. W. Mackay, built the New York, 
Tex. & Mex. Railroad into Victoria,Texas,the subject 
of our sketch was elected treasurer of the railway 
company, and held the position for over two years, 
until about the time it fell into the hands of the South- 
ern Pacific Company. In 1884 Mr. Levi was chosen 
chairman of his, the seventh, congressional district of 
Texas, because of his recognized executive ability. 
He proved worthy of the selection, as he managed the 
campaign welland ably. He took the stump himself 
in several instances, and changed a theretofore ma- 
jority of 4,000 to a majority of 3,000 in favor of his 


of confidence never before attained in this 
country. Without this confidence, the banker 
knows too well, his doors must close. This 
confidence is largely the result of frequent exa- 
mination and published statements. 

Why, therefore, should we resort to state is- 
sues based on the various ideas of security 
that would obtain in the different states. 

The public have more confidence in the 
machinery of governmental oversight and en- 
forcement of law, under the tried national 
system, than they have under untried state 
systems, and they will continue to have, even 
though some systems are as good or better, 

We know the national system to be uniform, 
that it operates the same throughout the coun- 
try and when you know the national law and 
decisions under it, you know all that is required, 
while if you undertake to learn and keep up 
with the banking laws and decisions of the vari- 
ous states and territories you have a heavy task 
before you. 

Such a system as I have proposed, I think, 
would meet the approval of a majority of the 
bankers and business men of the country. It 
should certainly meet the approval of those who 
desire a paper currency possessed of the essen- 
tial qualities of safety and elasticity, issued by 
the banks, in preterence to an inelastic currency 
issued by the United States treasury, when and 
as the demands of the government require it. 
If the tax of one per cent, under the above plan 
does not create an adequate safety fund, to- 
gether with the reserve deposit required to be 
lodged in the treasury, it can be increased and 
yet afford a greater benefit to the banks, and 
more relief to the trade and the people than the 
present bullion system, The amount of the 
safety fund required can be computed by actu- 
aries, taking the experience of the last twenty- 
nine years as a basis. As the fund approaches 
the required amount congress can reduce the 
tax, and when it reaches the requisite amount, 


friend and candidate, Hon. W. H. Crain, who is still 
congressman from that district of Texas. 

In 1888 Mr. Levi was honored by the nomination and 
election as one of the Cleveland electors for the state 
of Texas. He is a past grand president of District 
Grand Lodge No. 7I. O. B. B. He is now serving on 
a most important standing committee of the Grand 
Lodge, Knights of Pythias. ’ 

At home he has filled many positions of trust as 
president of numerous stock companies, and is the 
present financial agent of the city of Victoria. 

Like his brother the prominent lawyer and orator, 
Leo N. Levi of Galveston, although frequently impor- 
tuned to accept public office, he has steadfastly re- 
fused, preferring a quiet private life to one of public 
responsibility and accountability. 

Mr. Leviisa native of Texas, having been born in 
Victoria on September 3d, 1852, and educated in the 
city of New York. The banking firm of A. Levi & 
Co., of which he is president, consists of his venerabbe 
father A. Levi, and his brothe: Chas. G. Levi. It is 
recognized as one of the strongest and most reliable 
private banking houses in the South, having been in 
existence for 20 years and passed through all crises 
with flying colors. 
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the tax that may still be imposed can go into 
the United States treasury as it does now. The 
government continues, as. now, to be respon- 
sible for the notes; it retains, as now, a first 
lien on the assets of the failed banks and the 
liability of the sh:reholders, and the benefit 
from loss and destruction of the paper money 
issued, enuring to the government, will make 
the safety fund the stronger, by the fact that 
such benefit, which is not insignificant, will 
make the actual demands on the safety fund so 
much less. 

Under this plan the circulation will be materi- 
ally increased, and to the objection that this 
will make banking under the national system 
more profitable than it has been of late under 
the bond system, we can advance the argument 
set forth heretofore in this paper, that it not 
only discourages any movement towards state 
banks of issue, but benefits the people in so far 
as it will tend to reduce the conventional rate of 
interest on loans to the people. The system 
will be open to all and with the multiplication 
of banks, competition will reduce profits and the 
people be the gainers. 

If the plan here sketched, or something like 
it, should be adopted, there would be no need 
for state bank notes, since every facility that a 
State could grant for the issue of a sound and 
safe currency would be granted by the national 
government and under its guarantee; and I feel 
sure that if an adequate circulation can be safely 
had, no one wants to hazard an unsafe currency 
which would revolutionize trade and interfere 
with the prosperity of the country. 


At the afternoon session of the second 
day, A. S. Reed, Cashier of the Ballin- 
ger National Bank of Ballinger, Texas, 
delivered the following address: 


A Defence of Our National Banking 
System. 


The Usefulness and Importance ot Our National 
Banks—Objections to the System Noticed—Na- 
tional Banks and our Currency. 


A mere announcement of my theme presup- 
poses one of two thoughts: either national banks 
have been unjustly assailed by their enemies 
and should therefore be defended, or the system 
possesses some apparent defect which should 
be explained away and enlarged upon, that 
thinking people may come to understand its 
provisions aright and join usin an acceptance 
of the truth that for our especial needs it is the 
best system the ingenuity of man could have 
possibly devised. Both thoughts are in the 

in true. National banks have been assailed 
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and with a vigor and assiduity worthy of a bet- 
ter cause, and thesystem is apparently defective 
in its proposed supply of paper currency. It is 
my purpose to-day to show that the system 
does not merit the criticisms so freely bestowed 
and that the defect mentioned is more apparent 
than real. Todo this I invite your attention: 
(1st) To the usefulness and importance of banks 
in general and the special claims of national 
banks in this respect; (2d) A brief notice of some 
of the so-called popular objections to the system; 
(3d) National banks and our currency. In fol- 
lowing the line of thought here suggested, I 
want to say in the beginning that I shall en- 
deavor to talk to-day, not from the standpoint 
of a national banker, and therefore an interest- 
ed party, but from the broad standpoint of an 
American citizen, and especially a Texan, one 
who loves his native state with all the ardor and 
affection born of the truest patriotism. 


THE USEFULNESS AND 
AND ESPECIALLY OF 


IMPORTANCE OF BANKS; 
NATIONAL BANKS, 


By a consideration of the usefulness and im- 
portance of banks in general, and the special 
adaptability of national banks as factors in the 
development of the world’s civilization, it may 
be shown that while we as members of the great 
banking fraternity are performing our parts and 
aiding in our national prosperity, the great 
masses of the people should yield these institu- 
tions their countenance and support, otherwise 
our march of progress will have been arrested 
and we will have to take a step backward in na- 
tional development. It is now a well settled 
fact that no community, however small, can 
manage its business enterprise with the largest 
degree of success without the agency of a bank 
of some kind which, as all of us understand, 
collects the surplus earnings of the people into 
one common bulk of sufficient volume to be use- 
ful in the management and conduct of its busi- 
ness affairs. Experience has proven that the 
national system will be safer and will more 
readily enlist needed capital than those estab- 
lished under any other system. A distinguished 
member of congress in a public address not long 
since, said: ‘‘ Few men of intelligence are the 
enemies of properly conducted banks, and per- 
sonally, [ puta very high estimate upon their 
importance as a factor in human progress, so 
much so that if asked to name the three agen- 
cies which have done most to develop the civili- 
zation of the world, I should place the church 
first, the school next and the bank third; and if 
the way was perfectly clear to maintain the 
present national banking system as our sole 
source of paper money supply, I am not certain 
but that I should place it first; especially if it 
promised to bring not only an ample supply of 
currency, but a cure for the silver craze and fiat 
monev heresy ” As it is, I consider no plan for 
the efficient and safe arrangement of our bank. 
ing affairs complete, which omits provisions for 
the perpetuation and development of the nation- 
al system. To illustrate the point | am now en 
deavoring to develop, let me instance an actua 
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banking transaction which in similar form is no 
doubt familiar to us all: A cattle buyer, in good 
credit, comes to my bank, and asks for a loan 
of $10,000. His security being good, he is told 
he can have the money. Instead however of 
taking actual currency, he merely requests the 
amount be placed to his credit on the books of 
the bank Very soon thereafter he passes over 
the county and purchases from some small 
farmers whatever cattle they have ready for 
market, and in payment gives checks on his 
bank. Very few of these checks are ever pre- 
sented for payment in money, but are usually 
given to local merchants in settlement of bills 
due them by the farmer and in turn are usually 
deposited by the merchant to his credit for 
future use. When the cattle buyer has com- 
pleted his purchase of cattle he delivers them to 
the railway tor transportation to the market, 
say St. Louis. The railroad company issues to 
him an instrument commonly termed a “* bill of 
lading" With this he again visits the bank and 
desires to draw on his commission house in St. 
Louis for sufficient funds with which to pay his 
note held by the bank. The banker readily ac- 
cepts his draft and with the bill of lading at- 
tached forwards it to his St. Louis correspond- 
ent for collection and credit. Now the merchant 
at Ballinger with the funds to his credit arising 
from the deposit of checks received from his 
farmer customers, purchases from the bank a 
draft on St. Louis, which he uses in payment 
for goods purchased from the St. Louis jobber 
and which he had sold to the farmers of his 
county. This simple transaction involves with 
all parties concerned a considerable sum of 
money, and yet not a single dollar in actual 
currency has been used. It has simply been a 
transfer of credits; 500 head of ‘lexas cattle, 
through the agency of a bank, have paid for 
$10,000 worth of goods in St. Louis Multiply 
this familiar transaction by thousands—yes, by 
millions —and we get some idea of the immense 
volume of business daily transacted throughout 
the country through the agency of banks. It 
is estimated that this volume for national banks 
alone, exceeds the large sum of $160,000,000 
daily. Again, if we consider our foreign trade 
relations, we find that with imports exceeding 
$700,000 000 and exports to a similar amount, a 
very small per cent. of this vast trade is settled 
with actual money. The intervention of the 
banker and his bills of exchange, alone render 
it possible to successfully transact this immense 
business. The real position of the banker is as 
if he stood midway between two nations or be- 
tween two sections of the same country, receiv- 
ing in one hand the products created by the 
skill of one people and passing out with the 
other, in fair exchange, the fruits of the industry 
of another people. A slight consideration of the 
points here outlined will. lam persuaded, lead 
every thinking and intelligent person to agree 
with me that banks in general do form a very 
useful and important factor in our nation’s pros- 
perity and that we may safely accept Congres- 
man Harter’s statement as true, that the bank 
should be rated at least third among the agen- 
cies for the development of human civilization. 


Now the point I wish to make is this’ Since 
banks do play so important a part in the world’s 
history and are of necessity so intimately asso- 
ciated with one another, would it not be prefer- 
able that they should all form a part of one 
system—should all emanate from the same 
source, have like characteristics, be subject to 
the same laws, and in a general way have a 
community ot interests. This is precisely what 
our national banks are, and hence I conclude 
that on the scale of usefulness and importance 
the system should not only be tolerated, but it 
should receive our hearty support and encour- 
agement, y 

Another thoughtin this connection is the safety 
of these institutions. Since the organization of 
the national banking system in 1863, 4,811 
banks have been organized with a total capital 
of about 700 millions. Of these, 844 have gone 
into voluntary liquidation—that is, honorably 
wound up their business affairs and retired. 
Only 181 have failed, showing that of all the 
number organized only a small fraction over 
3% per cent. have failed. Can any other sys- 
tem show so good arecord for thirty years? An 
examination of the national banking system on 
the score of economy reveals the fact that it 
stands without a peer. The masses of the 
people, especially the laboring classes, have a 
direct personal interest in this, for whatever 
tends to cheapen facilities for handling business 
tends to cheapen products. I will not enlarge 
upon this point, but will dismiss it with the 
statement that the large volume of busines 
handled by the national banks during the year 
1892, amounting to over 1,300 millions, was 
done atacost of about 34% millions, or at an 
average of only .03 of 1 percent. Compare 
this with any other system, and the balance will 
be found largely in favor of the national bank. 
I might pursue these thoughts indefinitely and 
show how usetul national banks are because 
they possess the confidence of the people, and 
are therefore strong; how they are exceedingly 
useful as a means Of gathering statistical infor- 
mation a3 to the course and character ot the 
business of the country; but I would only weary 
your patience, as information upon the several 
points I have outlined is abundant and easily 
obtainable. So the conclusion is warrantable 
that national banks are important and useful 
factors in the world’s progress, and instead of 
the system meriting the carping criticisms so 
freely bestowed upon it by its enemies. should 
rather receive unstinted praise at the hands of 
American people. 


A REPLY TO OBJECTIONS TU NATIONAL BANKS, 


My second argument in defense of our nation- 
al banking system is based upona reply tosome 
of the so-called popular objections to national 
banks. When first notified that I was expected to 
preparea paper upon this subject, I made diligent 
inquiry among a number of people of various 
classes as to their real objections to these banks 
and found as a general rule the objections to be 
so very foolish and manifested such an utter 
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ignorance of the provisions of the national bank 
act, that I abandoned the idea of making any 
extended reply to a large portion of such objec- 
tions. To illustrate: I found one man objected 
to these banks because they charged him ex- 
change. It would be useless to say that 
this party did not acquire his experience of 
banks within the ‘‘sacred” precincts of the 
West Texas Bankers’ Association where, we 
have the authority of Brother Groce for saying, 
the banks demand the ‘‘ pound of flesh” every 
time. Another said he objected because the law 
would not allow the banks to loan him money 
fora longer time than three months. This ob- 
jection came from the county attorney of one of 
the most populous cities in the state. One of my 
old farmer friends objected because the govern- 
ment furnished the banks all their money, 
charging them only I per cent. per annum 
therefor, while they in turn compelled the far- 
mers to pay 8, 10, and 12 per cent. for the same 
money. When asked how he knew this to be 
true he said: ‘‘ Why, everybody knows that. I 
have heard it discussed for years in Alliance 
lodge meetings and I cannot be mistaken.” An- 
other frankly said he did not know what the ob- 
jection was, but his political party platform de- 
clared that these banks were objectionable, and 
he simply followed the lead of his party. Many 
more such ‘‘ famous ” objections might be fur- 
nished which as reading matter in ‘‘ Puck” or 
“* Texas Siftings,” would be rich and racy, but 
as objections to our national banking system 
may safely be dismissed as amusing but not at 
all dangerous. However, the objection of my 
Populist friend who so blindly followed the lead 
of his party, merits a little more attention. I 
said a year ago in a paper read before this body 
that I could not understand why the great Dem- 
ocratic party of Texas should deem it essential 
to success to incorporate in its party platform as 
one of its articles of faith, settled hostility to 
national banks. A year’s experience of life has 
not added anything to my stock of wisdom in 
this regard. I am still unable to understand 
why one wing at least of the Democracy and the 
Populist party should preach hostility to nation- 
al banks, since allthe objections I have heard 
urged can so easily be disproved. 

In passing I want to say that in criticising the 
action of political parties I announce myself as 
strictly a Democrat, but not especially ‘‘thoggish” 
about the matter. If it was meant by these 
platform utterances to convey the impression to 
the outside world that the people of Texas were 
in truth opposed to nat onal banks, then I flatly 
deny the statement and brand the assertion as 
a positive falsehood. Let me prove it | assume 
that all of us acceptthe truthfulness of the old 
max'm, ‘‘ Actions speak louder than words.” 
Certainly the actions of a people are more worthy 
of credence than the impassioned haranguesofa 
few political leaders. Now how stands the rec- 
ord? Twenty years ago Texas could boast of 
but one single national bank. Even as late as 
1880 there were not more thana score within the 
jimits of the state. Since that time there has 
been a steady and continuous increase in the 
number of these banks, until now there is hardly 
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a village in all this broad empire of Texas that 
cannot point with pride to its successful and 
well managed national bank. Indeed, so popu- 
lar have these institutions become with us, that 
last year Texas led all the states of the union in 
the number of new national banks organized— 
twenty-two national banks being credited to us 
during the year 1892. To-day we have 225 na- 
tional banks with a paid up capital of nearly 
$80,000,000 and surplus and undivided profits of 
some $10,000,000 more. All these banks are 
officered and managed by citizens of Texas. The 
people of the state have their surplus earnings 
invested in their capital stock and many thous- 
ands of our population are directly dependent 
upon these banks for their daily subsistence. 
Again, how long has it been since a private 
bank was established in any city or town where 
competition existed? Why is it that the organi- 
zation of private banks does not keep pace with 
the organization of national ones? The reason 
is obvious. The people will not support private 
institutions until, after long years of waiting, 
they demonstrate their fiiness for popular sup- 
port. Thus proving that national banks are 
popular with the masses and that they yield 
them their support. I think this clearly demon- 
strates the fact that the people of Texas are in 
fact not opposed to national banks as our party 
platform builders would have us believe. If we 
should accept as true the utterances of many of 
the ‘‘expounders” of party creeds during the pol- 
itical campaign of last year, we would be forced 
to the conclusion that our national bankers were 
a set of men who should long since have been 
wearing stripes at Huntsville or Rusk, and yet 
looking into the faces of the gentlemen in whose 
presence I stand to-day, I do not observe any 
marked evidence of depravity. So again I am 
disposed to believe that the utterances of these 
“‘expounders” did not contain a very large ele- 
ment of truth. In this connection I notice only 
one other point and pass to the consideration of 
a more important part of my subject. I have 
heard it said that there are those in our own 
ranks who oppose national banks, believing that 
they are inimical to the best interests of the 
country. 1 mean by this that there are gentle- 
men who occupy positions of honor and trust in 
a national bank and who draw comfortable sal- 
aries therefrom, such as presidents and cashiers, 
and yet by their acts endeavor to place in power 
those who would destroy the system. If I acted 
thus and held views accordingly, I should ex- 
pect my board of directors to create a vacancy 
in the cashiership of the Ballinger National 
Bank in short order, and candidly, | must say, 
I believe the board would be doing exactly right. 
A man has no right to assume the management 
and direction of any undertaking when he does 
not believe in the principle on which it rests. If 
I had the ordering of a Methodist Sunday-school 
I would not engage a Baptist minister as super- 
intendent. If I expected the penal laws to be 
rigidly enforced I would not elevate tothe bench 
a notorious thief. Neither would I expect any 
national bank to attain its full measure of suc- 
cess if it were officered by men who were op- 
posed to the national banking system. I say, 
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shame upon the man, who placed in a position 
of such trust as the active manager of a national 
bank, will deliberately betray the trust commit- 
ted to his hands and play the part of traitor to 
the best interests of those whom he should 
serve. I never hear scathing words of condem- 
nation against such a man, but what I am dis- 
posed to play the role of boy again and throw 
up my hat and exclaim: ‘‘Well done; hit him 
again. Lay on Macduff and damned be he who 
first cries hold, enough.” 


A FEW THOUGHTS ON NATIONAL BANKS AND OUR 
CURRENCY, 


My next and last defense of our national 
banking system is gathered froma few thoughts 
on national banksand ourcurrency, This brings 
me to a consideration of national banks as banks 
of issue and involves a discussion of the only 
real objection that can possibly be urged. I now 
propose to show that this objection, like all oth- 
ers that have been urged, is purely fancifnl—is 
only apparent and instead of being a defect,may 
be shown to be a positive good. While we as 
bankers may safely ignore the question of circu- 
lation as in no way affecting our interests from 
a mere banking standpoint, the public at large 
should be, and are vitally concerned about this 
very question. In presenting the several prop- 
ositions designed to show the merits of a nation- 
al bank circulation, I can only give outlines as, 
had I the ability, a due appreciation of the lim- 
its of your endurance will preclude an exhaus- 
tive analysis of this currency question. Ifit can 
be shown that the only real money of the world 
consists of gold and silver, and if it can be fur- 
ther shown that the supply of these metals is in- 
adequate to meet the world’s needs, then it must 
follow as a natural consequence that we must 
resort to some substitute to complete our money 
supply. Let us see if these propositions are 
true. That gold and silverare the only real money 
of the world hardly admits of argument. It is 
true, if for noother reason, than the one that by 
a sort of common consent every country uses 
them as such and there is nothing else that is so 
used in common among all nations. Since the 
dawn of history we find these’ metals 
in use as money and they have con- 
tinued to be used through every age 
leading up to the present, and to-day 
we find them in varying proportions serving the 
same purpose they did centuries ago. So we 
may accept as true the fact that they constitute 
our only real money supply. That the world’s 
supply of these metals is not adequate to its 
commercial wants is equally true. This is read- 
ily shown by a glance at statistics. We find the 
world’s supply of gold to be, both coin and bul!- 
ion, about four thousand millions and silver 
about five thousand millions, or a total of nearly 
nine thousand millions. 

This gives us a per capita of about $6.70. If 
we add to this the average world’s product of 
the two metals and deduct the amount consumed 
in the arts, we will find that this per capita will 
only be increased by about 1o cents. It is true 


that the six leading financial nations of the globe 
have a per capita of near $18.75, and the United 
States about $19.00, but this will not remain 
so, for as other nations awake to the civilization 
and consequent wants of this age they must and 
will draw from us their necessary supply of coin. 
South America, India, Egypt, China and Japan 
are even now making heavy demands upon Eng- 
land and the other nations of Europe for their 
share of the world’s coin, The recent outflow 
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of gold from our own shores was but an effort 
of European countries-to replenish their stock 
which had in part been impaired by a drain 
from other countries. So in the end we may ac- 
cept the above per capita at $6.80 with possibly 
a slight increase, as our proportion of the 
world’s supply of coin. An amount which we 
must all admit cannot possibly supply our 
wants. 


NECESSITY FOR PAPER CURRENCY, 


This then brings me to my conclusion that to 
supply this deficiency, all nations find it neces- 
sary to provide a money substitute which is usu- 
ally termed paper currency. Now the question 
arises, by whom shall this paper currency be 
issued? I answer; it can only be done with per- 
fect safety by our national banks. In assuming 
to determine this, I am aware that I am pro- 
nouncing upon a question about which our 
wisest statesmen have differed, and it may be 
that when I have finished I will be reminded 
that, ‘‘fools rush in where angels fear to tread,” 
but if I play the part of ‘‘the demented”’ to-day, 
I will have the satisfaction of knowing that the 
blame will rest with the executive committee 
who have required me to rush in where our an- 
gelic statesmen have hitherto seemed afraid to 
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tread. Under our peculiar form of government, 
the paper currency can only be issued in one of 
three ways, either by the general government 
itself, or under the direction and by the author- 
ity of the several states (the general government 
consenting), or by some agency created for this 
special purpose. In other words, our national 
banks. Now, if it can be shown that neither 
the general government nor the several states 
can successfully issue such a currency, then it 
would follow that the function must belong to 
national banks, there being no other source of 
supply. Before taking up these severai propo- 
sitions it will be necessary to hurriedly arrive at 
a true understanding of what is meant by this 
substitute for real money or paper currency. 
Three suggestions are offered: the ‘Banking 
Idea,” the ‘‘Currency Principle” and the Knox 
defi ition of a sound and stable currency. I can- 
not better convey the information of the banking 
idea than by quoting the words of Hon. Geo. S. 
Coe of New York. After discussing the propo- 
sition that all real money is gold and silver, he 
says: ‘‘Although money as thus described, is 
the measure and numerator of value in every 
other form of property passing between map, it is 
itself actually present in but a small proportion 
of the interchanges that constitute the great 
movements of trade and commerce, and it be- 
comes less and less relatively used as civiliza- 
tion advances.” Here, as in many natural ob- 
jects, “‘things are not what they seem.” What 
is called buying and selling is, to the greatest 
extent. not the purchase of things for the actual 
money but simply an exchange or barter of the 
money’s worth of one thing for the money's 
worth of another thing, as I instanced above 
in the exchange of 500 head of Texas cattle for 
$10,000 worth of goods in St. Louis. This ex- 
change or barter is affected by means of paper 
instruments called currency by which re- 
lated commodities are conveyed through the 
channels of trade from owner to owner. A bill 
of exchange is the typical currency of the world, 
and the nearer our substitutes for real money 
are made to conform to it, the more readily will 
it perform its true effice of currency. Paper 
documents which convey property have various 
names and applications. None of them are 
money any more than the deed toa piece of land 
is the land itself. Yet these documents, under 
whatever name called, perform the same sub- 
stantial office, viz : that of promoting a conveni- 
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ent interchange of the products of industry be- 
tween man and man, or between nation and na- 
tion. This thought is truly termed the ‘‘bank- 
ing idea,” as it affects currency and is simply 
an enlargement or widening of the functions of 
checks, drafts or bills of exchange, 

The second suggestion is opposed to the 
‘ banking idea,” and is termed the ‘‘currency 
principle,” which assumes that the people of any 
country will need a given amount of currency 
which is determined from evidences already 
past, and which shail be issued by the govern- 
ment in fixed quantities. The third suggestion 
is the Jno J. Knox definition of the essential at- 
tributes of a sound and stable currency, viz.: 
Safety, elasticity, convertibility, uniformity. 
Applying these suggestions to the three sources 
from which our currency supply must be ob- 
tained, it will be found that issuing currency 
is not a government function. If we accept the 
‘‘banking idea,” and I am inclined to think it is 
the true one, it is very clear that the general 
government cannot successfully, or safely, issue 
the substitute for real money. For true paper 
currency representing only some product of 
labor or the result of industry in some form, and 
government having no attribute or function 
whatever for productive labor, it follows that it 
cannot from the very nature of thing , legit ma- 
tely furnish instruments which rightly follow 
only after production. As has been very truth- 
fully said by some writer: ‘‘Governments can 
directly draw from the real producer by taxa- 
tion, such portion of the fruits of their labor as 
can be spared, for its orderly administration and 
protection, but any attempt to forcibly impose 
its own paper instruments upon commerce in 
advance of industrial productions of the coun- 
try, or w'thout accompanying supports,not only 
transcends all its legitimate powers and impairs 
the equitable relations of citizens with each 
other, but can only end in destroying the sources 
of its own vitality. There is no place in sound 
financial economy where a government any 
more than a private citizen can, with impunity, 
introduce into commerce a single item of paper 
currency not supported by its equivalent value 
of existing commodities, passing with, and 
pledged to redeem it.” If we accept the ‘‘cur- 
rency principle,” we find better arguments fora 
govermental issue of notes, but none that will 
prove such an issue superior or even equal to an 
issue by national banks. Aside from the doubt 





has followed this business ever since with decided 
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as to the correctness of the principle itself and 
to the fact that a governmental issue of notes is 
merely a debt, payable on demand without in- 
terest, and adds nothing whatever to the real 
wealth of the country, there is another objec- 
tion of especial force under our system of gov- 
ernment. I allude to the currency being made 
a political question. If there is any one thing 
that should forever be divorced from any poli- 
tical agitation, it seems to me that one thing 
should be our currency, but just so long as the 
general government assumes to issue notes de- 
signed to circulate as money, no matter what 
the basis of issue may be, just so long will the 
currency question be found in the domain of 
politics, and will always appear as a disturbing 
factor in our national business affairs. Financial 
questions as affecting government are always 
important and usually difficult of solution, and 
their consideration and practical application 
should be committed to trained intellects and 
skilled hands. When the people at large under- 
take to solve such questions through the man- 
ipulation of political parties, the business inter- 
ests of the country always suffer and more harm 
than good usually results. As illustrative of 
this, take the utterance of a member of congress 
from the West, who said in effect, during the 
debate last winter upon the proposition to repeal 
the Sherman act, that he admitted the baneful 
effects of this law upon the bu-iness interests of 
the country, but his constituents demanded 
‘free silver’ and unless congress would agree 
to an act authorizing the free coinage of silver, 
he would never vote for the repeal of the Sher- 
man law. That is, expressed in plain English, 
the Hon. M. C. would prefer to witness the 
whole country in a state of bankruptcy rather 
than his pet measure of doubtful utility should 
fail to become engrafted upon our financial sys- 
tem. I say, let us get our currency out of poli- 
tics, and the sooner the better. Applying the 
third suggestion, Knox’s requisites for a sound 
currency, to a governmental issue of notes, we 
find the same perfectly good in every respect 
save in the one important particular of elasticity, 
without which no issue can be accepted as per- 
fect. Therefore, I conclude, that while an issue 
of currency by the general government has some 
good features, itis upon the whole objectionable 
and cannot be accepted as our ideal substitute 
for real money. I have discussed this issue of 
notes by the general government at some length 
because nearly all opponents of national banks 
as banks of issue, base their objections not upon 
the desirability of their currency, but upon the 
idea of monopoly, claiming that the issue privi- 
lege accorded these banks is an infringement 
upon the powers of government. I think I have 
shown that sucha function does not properly be- 
long to government and therefore its exercise 
by the banks can in no way tend to monopoly. 
The second method of providing a substitute for 
reai money is under the authority and by direc- 
tion of the several states of the union. This in- 
volves a consideration of the state bank ques- 
tion. I do not deem it of sufficient importance 
to enter upon an extended discussion of this 
question to-day. It can readily be shown that 


an issue on the part of state banks cannot pos- 
sibly be of uniform value nor safe, and of course, 
lacking these essentials, such an issue should 
not form our currency supply. The subject has 
been so fully and so ably discussed of late in all 
the leading financial publications of the country 
and the opinions of those whose judgment is of 
value, so largely against this source of money 
supply, that I may safely say we need not ex- 
pect our currency will be furnished as under the 
authority and by direction of the several states. 
Our experience as a nation is against it. If,then, 
the supply of paper currency as furnished by the 
general government is open to objection, and 
what experience we have had withissues by au- 
thority of the states is likely to prove a barrier 
to any new experiments in this direction, then 
only one other source of supply remains, viz.: 
that of national oanks. 

In this may be found one of the strongest ar- 
guments in defense of national banks. A system 
that may be made to supply all the people with 
a substitute for real money, absolutely perfect 
in every respect, is a boon of such priceless 
value that it should receive our unbounded ad- 
miration and our unqualified support. If we 
examine national banks in the light of the 
‘‘banking idea,” we find that we possess a sys- 
tem popular with the thinking people, possessing 
the confidence of the business world, and, with 
a few slight changes in the present act, abund- 
antly able to supply the ideal currency of which 
I have spoken. If we apply to it the ‘Currency 
Principle,” it will be found to possess all the ad- 
vantages of an issue direct from the government 
and without the objection of being continually 
dragged into the ‘‘mire of politcs”” When we 
apply to it the essential requisites of any sound 
and stable currency, we find it is the only sys- 
tem that possesses all the four attributes of 
safety, elasticity, convertibility, and uniformity 
I am met here with the objection that while no 
one questions the safety, convertibility, or uni- 
formity of national bank notes, the facts in the 
case do not warrant the assumption that they 
are elastic or of sufficient volume, as witness the 
shrinkage of these notes from 363 millions in 
1883 to only about 172 millions in 1892. I admit 
the shrinkage to be true, yet it was no fault of 
the system. It was the fault of the general gov- 
ernment injecting into the commercial affairs of 
the country, its legal tenders and treasury notes, 
and continually forcing them into circulati n. 
Such shrinkage rather proves the elastic quality 
of the notes. The country not appearing to re- 
quire them as evidenced by the inability of the 
banks to use them at a profit, they were retired. 

Now, gentlemen, of the convention, my talk 
has occupied more time than I had intended and 
I must now dismiss the subject with the remark 
that I have endeavored to discuss national banks 
in the light of existing conditions. When our 
whole currency system shall have been remod- 
eled, as I believe it will be at no distant day, 
our national banking system will doubuess be 
also improved. As it is, I present you a system 
born amid the stormy scenes of a gigantic civil 
war, matured during the turbulent days of re- 
construction, which hasattained fulls'ren ;th and 
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vigor in the noontide of our nation’s prosperity, 
and whatever achievements the future has in 
Store for us, I confidently predict that it will be 
found keeping pace with its surroundings 
and form as in the past, one of the chief factors 
in our national greatness. 


J. N. BROWN, the newly elected second vice-presi- 
dent of the Texas Bankers’ Association, has been en- 
gaged in the banking business in Texas for seventeen 


J. N. BROWN, 


years. Mr. Brown was cashier of the First National 
Bank of Brenham, from the date of its organization 
until the organization of the Alamo National Bank 
about two years ago, of which institution he then be- 
came, and still is, cashier. Under Mr. Brown’s able 
management this bank has steadily progressed. In 
addition to its capital of $250,000, its last statement at* 
the close of business on May 4, 1893, showed surplus 
and undivided profits of $32,243.59; and total deposits 
of 572,787.56. The bank’s loans and discounts amount 
to $521,311.04. One item inits statement which, com- 
pared with its deposits, must be a source of gratifica 
tion at this time, is: “Cash and Sight Exchange 
$279,837.63. 


The newly elected officers of the asso- 
ciation are: 

President, T. J. Groce, president Gal- 
veston National Bank. 

First Vice-President, A. S. Reed, 
cashier Ballinger National Bank. 
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Second Vice-President, J. N. Brown, 
cashier Alamo National Bank, San An- 
tonio., 

Third Vice-President, J. E. McAshan, 
cashier South Texas National Bank of 
Houston. 

Secretary, J. E. Longmoor, cashier 
First National Bank of Rockdale. 

Treasurer, W. Goodrich Jones, presi- 
dent Temple National Bank. 


State Bank Issues.* 


History of early banking institutions—Progress of 
banking in the United States—Early state banks 
of issue a benefit—Present banking system not 
promoting general prosperity—Remedy lies in re- 
peal of ten per cent. tax and enactment of state 
bank currency laws. 


Mr. President and Members of the Tennessee 

Bankers Association: 

GENTLEMEN—By request I have prepared this 
paper on state bank issue, and the repeal of the 
10 per cent. tax by congress. 

The history of banking extends so far back in 
the dim past that one scarcely knows where to 
commence in the discussion of a subject fraught 
with such vital interest, not only to the bankers 
of Tennessee, but to the general public. 


EARLY BANKING INSTITUTIONS, 


The bank of Venice originated in 1171 ina 
loan to the republic, and gradually assumed the 
form under which it was for many centuries the 
admiration of Europe, and only ceased to exist 
when the city itself fell at the conquest of Italy 
by Napoleon in the latter half of the eighteenth 
century. 

The Bank of Genoa, established in the thir- 
teenth century, is said to have flourished as a 
successful financial institution for over four cen- 
turies, and much the same conditions gave rise 
to its origin as did the Bank of Venice. 

The Bank of Amsterdam was established in 
January, 1609, and had a successful career until 
1790, when it was discovered that a large por- 
tion of its immense deposits had disappeared 
fifty years before, and yet the bank’s credit had 
not suffered during that period, nor until it be- 
came generally known was the bank obliged to 
stop business. 


*An address by Col. John R. Godwin, President of 
the Mercantile Bank of Memphis, delivered at the late 
Convention of Tennessee Bankers. 
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The Bank of Hamburg was established in 
1619, ten years after that of Amsterdam, and for 
somewhat similar reasons. The two former 
banks mentioned above were the outgrowth of 
loans by certain wealthy citizens to their govern- 
ments in time of great financial pressure ; the 
two latter were established to give a uniform 
value to the various coins that were at that time 
in circulation, many of which were base, or par- 
tially so, some clipped and others gouged, pro- 
ducing a confusion in values, requiring the ser- 
vice of an expert to determine their real worth. 
The banks would receive them on deposit at 
their market value, and give what they termed 
“credit of account” on their bouks, which the 
owner could transfer to others, but could not 
withdraw the coins. 

It would be interesting and instructive to give 
a more extended history of these noted financial 
institutions if time and occasion permitted. I, 
however, merely mention them to show that with 
their enormous capital, great influence and long 
years of business existence, they knew nothing 
of the power and efficacy of circulating bank 
notes as a means of payment. 


THE BANK OF ENGLAND, 


The Bank of England was chartered in 1694. 
The scheme of establishing this bank is credited 
in history to the genius of Wm. Patterson, who 
for several years urged it on the government 
with great perseverance, but it had to encounter, 
like other schemes for banks, opposition from 
various quarters. 

The Goldsmiths, private bankers and usurers, 
opposed it, as likely to lessen the rate of interest 
and thereby diminish their profits. The cautious 
and conservative regarded it as a _ novelty 
fraught with danger to the country, and prophe- 
sied fearful results if the bank was chartered. 
The fallacy of this proposition is glaringly ap- 
parent to-day to all who have the slightest 
knowledge of banks and banking. But these 
objectors were not peculiar. It has been uni- 
versal in all countries and at all times, when a 
change in the financial or banking system of a 
nation or people was suggested or attempted, it 
mattered not how meritorious the plan pro- 
posed, scores of objections would be urged, be- 
cause the change would necessarily interfere 
with those interested and benefited by continu- 
ing the old system. 


THE FIRST BANK THAT CIRCULATED ITS OWN NOTES 
AS CURRENCY, 


The Bank of England, now probably the most 
famous institution of its kind the world has ever 
known, has the distinction of being the first bank 
that circulated its own notes as currency, and, 
singular as it may seem, commenced the prac- 
tice without authority of law, either charter right 
or special act of parliament. It is said to have 
come about in this way: 

Bills of exchange, both foreign and domestic, 
were much greater in amount in England at that 
time than all the money and bullion in the 


country. Under these circumstances and to 
facilitate trade and commerce they first issued 
the bank’s promissory notes to mature at the 
time the bills would be payable ; but this was 
found cumbersome and attended with difficulty 
by reason of nctes having to be indorsed from 
one holder to another. To overcome these diffi- 
culties and delays and to facilitate industrial 
development, it was suggested by certain bold 
and ingenious financiers of that day to goalong 
step farther and issue the bank’s promissory 
notes payable on demand. This was decided 
on by the governors of the bank, because it 
would insure a large business to the bank and 
would be a great favor to the people. 


BANK CIRCULATION A BOON TO BUSINESS, 


This bold and successful advance in banking 
that has since been adopted to a greater or less 
degree by every civilized nation in the world 
has proven as great a boon to the business, 
commerce and industrial development of the 
world as was the application of steam as a mot- 
ive power to the mechanical industries and 
development of all enlightened countries. In- 
deed, the increased products of field, factory, 
furnace and mine abundantly prove the truth 
of this assertion. The use of bank notes as a 
circulating medium has furnished the means to 
industry and enterprise, to progress and thrift 
that would have been utterly impossible, if 
metal money had been alone relied on, as it 
was previous to the adoption of the paper 
currency, 

The progress of banking in the United States 
up to 1860 may be seen in the decennial increase 
which I copy from a trustworthy source: 

In 1782 there was one bank, in 1790, four 
banks, in 1800 twenty-eight banks, in 1810 
eighty-nine banks, in 1820, 308 banks, in 1830. 
330, in 1840, 907, in 1850, 824, in 1860 1,400, 
These were all state banks of issue. 

Now, the question I would like to have an- 
swered is: If these banks were nota public ben- 
efit why did they multiply so rapidly for a period 
of seventy-eight years? Surely they were, Our 
fathers were not born idiots. 


OUR EARLY BANKS OF ISSUE A BLESSING. 


But to prove these banks were a blessing, and 
not a curse, as some would have us believe, it is 
only necessary to refer to the census report for 
the last decade of this period, namely, from 
1850 to 1860, which shows the largest increase 
in material wealth per capita and a higher de- 
gree of prosperity than had ever been attained 
in this or any other covntry in the world’s his- 
tory. A very pleasant feature of the prosperity 
of those days was that it was general through- 
out the country, embracing not ouly all sections 
but all classes. This was notably true of those 
engaged in agricultural pursuits. These banks 
were pioneers and carried the facilities for enter- 
prise and thrift to the very confines of civiliza- 
tion, 








go 


PRESENT SYSTEM FAULTY, 


It is unnecessary for me to state in this connec- 
tion that our present banking system, or our 
financial system generally, is not at this time 
promoting general prosperity. This proposition 
is so plain that he whoruns may read. 

Any system of finance and banking that is 
dominated or controlled by the general govern- 
ment in such a manner, whether intended so to 
be or not, as to cause cheap money in one sec- 
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tion and dear money in another, is faulty and 
should be so changed that all the citizens of the 
government would be on an equal footing to se- 
cure industrial development and enjoy pros- 
perity, if they use diligence to acquire them. 

Why should money be worth 3% per cent. in- 
terest in Massachusetts and 7 per cent. in Ten- 
nessee; Or why worth 5 per cent. in New York 
and 10 per cent in Texas? We will not stop to 
inguire the cause of this inequality; we wish to 
discuss it only as a well-known fact. 

If flour was worth $3.50 per barrel in Massa- 
chusetts, and $7 per barrel in Tennessee, would 
any sane man say it was fair and just for the 
government to interpose and prevent Tennessee- 
ans from increasing their stock of flour and 
thereby reduce the cost? Surely not. 

If plows were worth $5 each in New York and 
were selling at $10 each in Texas, who would 
justify the government if she should place her 
heavy hand on Texas and say, ‘‘ you must not 
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manufacture plows; if you do, you must pay Io 
percent for the privilege.” Of course Texas 
would kick, and yet this is precisely what the 
government is doing with state banks of issue. 

It is true that money is neither flour nor plows, 
and yet, it is represented not only by them, but 
by every other article or thing that goes to make 
up the sum of human comfort, convenience and 
happiness, and cuts a very big figure in the ac- 
tual cost of living; whether one borrows money 
or not, it is worth to him what it costs his neigh- 
bor, 

I differ with some of my brother bankers in 
regard to the rate of interest as affecting the 
well-being of banks. My theory is, to have 
money plentiful, stimulate enterprise, promote 
general prosperity, increase deposits and make 
the interest charge low. Others take an op- 
posite view and say maintain rates, let indus- 
tries pay it and take care of themselves. 

This, however, seems a business impossibility 
under present circumstances and conditions. If 
we would have anything like equal industrial 
development in all the states, we must first have 
something at least approaching equal interest 
charges for the use of money in these states. 

Suppose a manufacturing plant located in 
Massachusetts that cost $100,000; the interest 
upon this amount for one year is $3,500; the in- 
terest on the same plant in Tennessee would be 
$7,000, and in Texas would be $10,000, One 
year’s operation of this plant will, we assume, 
produce a net profit of $7,000 over and above 
operating expenses. Massachusetts would re- 
ceive a dividend of 3% per cent. above what the 
m ney would cost, or could be permanently in- 
vested at in that state; Tennessee would come 
out even, and Texas loses $3,000. That is, the 
money invested would have earned at the cur- 
rent rate of interest this amount in excess of the 
net earnings of the factory. 

[hese are the conditions which confront us 
when we talk about building up home indus- 
tries, inviting emigrants and giving them em- 
ployment when they come. It is nonsense to 
think about it while energy is paralyzed and in- 
dustrial development balked by the scarcity and 
high price of money. 


REPEAL TEN PER CENT, TAX AND ALLOW 


TO ISSUE CURRENCY, 


STATES 


Nothing will remedy this so effectually as for 
the government to take off the 10 per cent re- 
striction and allow the states to enact such laws 
as they may deem best for the citizens to sup- 
ply themselves with sufficient currency to meet 
the demands of the trade, commerce and indus- 
trial development peculiar to their conditions 
and location. 





JOHN R. GODWIN was born in North Carolina on 
November 19, 1830. He removed to Tennessee with 
his parents 1n 1840, went to California in 1852 and re- 
mained there three years, after which he was in the 
mercantile business in Mississippi, up to near the 
breaking out of the war between the states. Colonel 
Godwin was inthe Southern army. After peace was 


restored he commenced the cotton factorage and com- 
mission business in Memphis and continued it for 
twenty years, 

He aided in organizing the Mercantile Bank of Mem- 
phis, Tennessee, in 1883, and was chosen president by 
its board of directors, which position he holds at the 
present time. 
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Under the old regime of state bank issue this 
equality of distribution was as near perfect as it 
could be; for the record shows, as far as I have 
been able to ascertain, that the rate of interest 
charged by the banks under normal conditions 
was not greater than 6 percent. from the At- 
lantic to the Pacific, or from the lakes to the 
gulf, and that money asarule was cheaper in 
the interior than at the great marts, because the 
demand was less active. 

The subject before us is in no sense a question 
ot good or bad money, but it is essentially a 
question of abundance or scarcity. Money in 
Massachusetts at 3 to 3% per cent. interest is as 
good as the money in Texas at Io to [2 per 
cent. 

Odjectors to state bank issues may claim it 
will not pass current in New York, Boston, Chi- 
cago, and other financial centers. I hope this will 
prove true for some time at any rate, because it 
will be needed at home. If we should visit those 
cities for plea: ure or business we are not expect- 
ed to carry a bank in our pocket, or bank bills, 
exceptin small amounts, for fear of being robbed 
or otherwise losing them. When people travel 


they use exchange, becauseit is safer and better. 

But one says: We want an international cur- 
rency that will pass the world over. This could 
only be true in theory. The bills of the banks 
of England and France are par in every civilized 
country, but how many of them were ever seen 
in Tennessee? Probably not more than one 
person in 1,000 ever saw one in this or any 
other state, and so itis with the greenbacks in 
foreign countries: outside of entry ports they 
are not known. One had just about as well 
think of taking his horse and carriage abroad as 
to take his money. Exchange is what people 
use for this purpose, and will continue to do so, 
no matter what kind of currency we have. 

As to whether congress will repeal the 1o per 
cent tax or not I am content to leave that in the 
hands of our senators and representatives, to- 
gether with their good Democratic colleagues. 
They will take care of that part of the business 
when congress meets. But why Republicans 
or Populists from the West or South should not 
join in repealing this unrighteous tax is past 
comprehension, unless they are actuated by 
rank prejudice or willful perversity, 


STATE AND SAVINGS BANKS IN IOWA. 


(An Address Delivered by Hon. C. G. McCarthy, Auditor of State, at the lowa Bankers’ Convention.) 


Mr. PRESIDENT AND GENTLEMEN: I feel hon- 
ored in being called to address you on this oc- 
casion, because you represent such a large ag- 
gregation of the wealth of this state, and are so 
closely allied with her moral and material inter- 
ests. I regret that 1 am unable to give you any 
advice that would tend to increase your present 
wealth, or suggest to you any improved meth- 
ods of doing business. I am nota professional 
banker and am not here tospeak as such. 1 
have come on the invitation of your very enter- 
prising secretary to speak to you upon the or- 
ganization of state and savings banks, their 
growth, etc. This explanation of organization, 
Iam pleased to say, can be made in very few 
words. I think the best and surest way to pro- 
ceed is to correspond at once with the auditor 
of state, who will immediately furnish the re- 
quired blanks and the necessary information. 
This course will obviate the danger ot mistakes 
or misunderstandings that may otherwise occur. 

Now that I am here, I desire to make a tew 
remarks, in a general way, on the subject of in- 
corporations other than those of banking. Itis 
well known to every lawyer, and to many of you 
here, how incomplete and unsatisfactory is the 
condition of our incorporation laws, and how 
necessary it is for our legislature to provide a 
remedy the very first opportunity. At present, 
all that is required of any corporation other than 


banking and insurance, to entitle them to do 
business in this state, is to file their articles of 
incorporation with the secretary o: state, desig- 
nating any place in the state for headquarters, 
with branches anywhere in any other state. You 
can readily see that, under this plan, any 
scheme, no matter how visionary or fraudulent 
it may be, can be operated successfully upon 
the unthinking people of the state, who get the 
impression that a certificate from the secretary 
of state carries with it all the protection of state 
authority, while all that it does is to show that 
the articles have been duly recorded; and it is 
perfectly absurd to think that this state can have 
any jurisdiction over such corporations in any 
other state, especially when we have little or 
none here. 

The statute relating to state banks is also de- 
ficient and defective. The auditor of state is, 
by virtue of his office, ‘bank commissioner,” 
and supposed to have full authority and juris- 
diction over these banks; but the fact is, he has 
no law to enforce, and hardly empowered with 
any authority to entorce what there is For this 
reason, the auditor wishes to be on the safe side 
and to protect the depositors and the public as 
much as possible, while he is aware that his 
rulings on some points may be reversed if car- 
ried into the courts. We certainly ought to have 
a new statute relating to state banks, as there 
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are sO many essential points not touched upon 
at all, and so many other points that are sus- 
ceptible of misconstruction. For instance: The 
law relating to the payment of capital stock 
should plainly state that the capital stock should 
be $ , divided into shares of $100 each, fully 
paid up—not 50 per cent., or any other percent. 
The capital can be increased afterwards, if 
necessary, as the law now provides. 

The law, also, relating to officers and direct- 
tors’ liability is very indefinite and unsatisfac- 





Cc. G. M’CARTHY,. 


tory. In my opinion, it should be sufficiently 
strong and clear to guarantee the public and to 
deter evil-doers, so as to place the honest bank 
and officers and directors above reproach. 

When directors and bank offieers are supposed 
to own the bank and operate it chiefly in their 
own interest, stockholders and depositors are 
not always inspired with the greatest confid- 
ence. 

No bank officer should be permitted to borrow 
of his bank, or indorse for another borrower, 
until the security offered is passed upon by two 
thirds of the directors, at least, and then re- 
duced to writing and made of record in the 
office; and any bank officer guilty of indorsing 
any accommodation paper not fully secured, or 
declaring dividends to any stockholder not 
fully earned, or receiving any deposits when he 
must know, or be aware, that the bank is insol- 
vent, should go to the penitentiary for aterm of 
years. 

The most stringent laws are necessary in con- 
nection with all our financial institutions, be- 
cause some will always be found who are ready 
to evade them, and such persons should be pun- 
ished for their misconduct. 

The best security that the stockholders and 
depositors of a bank can have is the honesty, 


ability, integrity and unquestionable good char- 
acter of the officers who control and manage the 
same; but as there are so many persons who 
allow themselves to be deceived, it is well that 
the state should make the best provision pos- 
sible for their protection. 

I am also frank and free to say to you, that I 
believe all other financial institutions, such as 
savings and loan, or building and loan, loan and 
trust companies, and investment companies, 
should be placed under state control. The pub- 
lic could then have an opportunity of knowing 
their condition, and the weak ones would be 
improved or compelled to go out of business— 
giving better security tothe public and better 
patronage to the institutions that are worthy of 
support. 

In regard to the degree of success which a 
financial institution or bank may attain, it re- 
solves itself into a question of management. 
Since idle money never made any money, 
and never can, it becomes more important to 
have good and sufficient security for money 
loaned than to take money on deposit that can- 
not be safely and profitable invested or loaned. 
While as a rule large liabilities on the part of 
directors and large loans to individuals should 
be avoided, the circumstances surrounding and 
attending each individual case, and the condi- 
tion of finance in the country at large, must be 
considered in determining whether it is for the 
best interest of the bank or not. Circumstances 
which prevail may justify one bank in making 
such |l.ans with entire safety, while another 
bank would act very unwisely in doing so; and, 
again, the bank that at one time could make 
such loans with safety, because of the favorable 
condition of the finances of the country and of 
the nation generally, could not at another time 
safely, and therefore should not make such 
loans or accommodations, 

Very much depends upon the general finan- 
cial condition of the country, state and nation, 
in determining the best and wisest course 
to pursue, and the officers and directors of a 
bank should not disregard this important factor 
when deciding the general policy to govern the 
bank, 

At the present time, it may be observed, there 
isin the financial condition of the country a 
stringency, an uneasy and feverish feeling, 
which is the result of a combination of circum- 
stances and causes (as I believe, and which I 
will not attempt to explain, as you are perfectly 
familiar with them), which should admonish the 
officers and directors of banks, and ali other 
financial institutions. against any and all kinds 
ot business which is speculative or uncertain, 
and adopt the most conservative and careful 
methods, in order that the customers engaged 
in the legitimate and important branches of 
business and trade can have the necessary ac- 
commodations to enable them to successfully 
conduct their business and prevent unnecessary 
embarrassment and thereby prevent and avert 
a possible panic and a great calamity. 

It is estimated that about go per cent. of the 
business of the country is transacted by means 
of checks, drafts or letters of credit, and only 





STATE AND SAVINGS BANKS IN IOWA. 93 


about 10 per cent, with cash, hence it is very 
evident that Confidence forms a very large and 
important part of the basis, or foundation, of 
the magnificent business edifice of this great 
country. 

To injure or destroy this foundation is to in- 
jure or destroy the edifice—like the boy who 
builds a temple with his blocks and removes 
one from the foundation and causes it to topple 
to the ground. So with our grand business edi- 
fice: If the foundation (confidence) is removed, 
it must fall with a great crash. 

The paramount question, then, is: How shall 
the confidence be not only secured, but main- 
tained permanently by all our banks and finan- 
ciai institutions ? 

Although the answers to this interrogatory 
may be somewhat different and varied, if given 
by many individuals, yet honest, intelligent, 
conservative management, and a strict adher- 
ence to well-established business rules and 
methods, must form an important part of the 
answer. 

I have great faith in the banks and bankers 
of lowa. The great success which you have 
achieved in the past inspires confidence and a 
firm belief that in the future. as in the past, 
success and prosperity will crown your efforts. 

The growth of state and savings banks in this 
state has been as follows: 


SAVINGS BANKS. 


No. of 
banks. 


Date. Total assets 


and liabilities. 


Capital 
stock. 
October 23, 1875 
September 1, 1877.... 
September 27, 1879... 
September 30, 188:... 
August 4, 1884 

June 30, 1885 


$},201,585.22 

3,261,176 26 
3»895.314 04 
6,708,018 22 
8,419,739 83 
9,618,866 97 
12,666, 347 


$755,500 
792,000 
7951300 
944,000 
1,335,000 
4,045,000 
2,128,693 
2,637,400 14,625,004 
175175s340 
20,771,395 86 
26,484,756 12 
32,762,756 12 


3,256,400 
3525,000 
4,865,500 
59 304,000 


STATE BANKS. 


No. of 
banks. 


Date. Total assets 


and liabilities. 


Capital 
stock. 
September 26, 1873.. 23 
October 23, 1875 23 
September 1, 1877.... 31 
September 27, 1879... 33 
September 30, 1881... 31 
August 4, 1883 

June 30, 


$3,879,033 22 
312855350 39 
397315259 7% 
292349596 79 
6,027,638 69 
7:426.626 39 
7,861,539 04 

10,276,306 41 

12,587,127 14 
13,176,103 14 

16,717,956 37 

21,769,741 06 

26,247,649 02 


$1.015.956 33 
1,307,902 50 
1,623,652 54 
1,526, 305 12 
1,512,755 12 
2,366,793 

s 2,896,043 

30, 36579848 

4,028,743 12 

45416,743 12 

5+299,243 12 

6,460,898 73 


30, 74 30,200 00 


Since June 30, 18g2, new banks have been or- 
ganized as follows 


Assets at 
last report 


No. Capital 


Savings banks..... 
State banks...... 


$1,751,182 
2,444,000 


$945,00q 


1,64} 300 


The above statement shows clearly and con- 
clusively a steady and vigorous growth, and a 
careful examination and comparison will prove 
that the banks and the people of this great com- 
monwealth have been and are prospering in a 
very satisfactory and gratifying manner. 

From an examination of the reports of the 
state and savings banks on file in the office of 
the Auditor of State, I find many who keep 
good accounts and large amounts on deposit 
with the banks of lowa. This is gratifying as 
it shows the faith and confidence in our banks. 
This policy is very advantageous and helpful, 
and should be encouraged. 

In conclusion permit me to extend to the 
bankers of lowa my hearty congratulations 
upon the great success which has crowned their 
business in the past, and to express the hope 
that all difficulties may be overcome ; that we 
may be blessed with good crops, and that the 
labor, manufacture, mercantile, business and 
bankers’ interests may see a successful and 
prosperous year. 
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INQUIRIES AND CORRESPONDENCE. 


puis department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen 
eral interest, and expect prompt and careful consideration thereof, without charge. The names and places 
uf those submitting inquiries are published, unless special request is made to the contrary 


Dividend Accounts in National Banks. 


“ First NATIONAL BANK, t 
Devta, Pa., July 15, 1893. J 
Editor Banking Law /ournat: 

I should be glad to get 
through the columns of your valuable Journal, 
as tothe most approved methods of handling 
dividend ” accounts in na- 


some information 


and disposing of ‘ 
tional banks. 
Very Truly, 
L. K. Stusrs, Cashier. 


The most approved method of hand- 
ling and disposing of dividend accounts 
in national banks is very simple and the 
routine is somewhat as follows: 

1. When a dividend is declared 
total amount required for same is deb- 
ited tothe ‘‘Undivided Profits” account, 
‘* Dividend No. ” ac- 


the 


7nd credited to 
count. 

2. The dividend accounts are num- 
bered consecutively, beginning with No. 
1, the first dividend declared, No. 2 for 
the second dividend and so on. 

3. When the stockholder receives the 
amount of his dividend it is credited to 
cash and charged to dividend account. 

4. It is customary in some banks to 
enter in aa inner column of the dividend 
account, under the total amount, the 


name of each stockholder and the am- 
ount of his credit on the credit side, one 
line to each entry, and when payment is 
made the entry is placed on the debit 
side on the same line. A glance then 
shows who have or have not been paid; 
the blank lines showing the dividends 
still due. 


5. Dividends carry no interest, and 


the amounts unpaid are a liability al- 
ways in making out the balance sheets 
of the bank at all times. 


Notary Under Twenty-One. 

First NATIONAL BANK, 
GAINESVILLE, Fla,, June 29, 
Editor Banking Law Journat: 


Is a party capable of acting as a notary public 
Would you 


1893. 


before he reaches the age of 21? 
consider his acts legal ? 
Yours very truly, 
E. E. VoyLe, Asst. Cashier. 


In the absence of statute, the question 
whether an infant can legally act as no- 
tary, will depend upon whether his acts 
and office are to be regarded as minis- 
terial or judicial. At conimon law, 
while infants were incapable of holding 
offices of trust or which required the ex- 
ercise of judgment and discretion, yet 
in many instances where the office in- 
volved ministerial duties merely, the in- 
fant was held capable of acting. 

For example, an infant has been held 
incompetent to hold the office of judge, 
juror, attorney or administrator, or 
clerk of court, where it was part of the 
duty of the office to receive the money 
of the suitors. On the other hand, he 
has been held competent to hold certain 
ministerial offices, such as special deputy 
sheriff, register, or captain in the army. 
Most of the early cases are collected in 
the case of Moore +. Graves, 3 N.H. 
408 * 

There is no statute in Florida stating 


*See also, Mechem, Pub. Off., § 71. 
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the minimum age for notaries public. In 
Georgia, the statute prescribes that 
commercial notaries must be at least 21. 
The question, then, in Florida, is one to 
be determined by the test whether the 
notary is a judicial or ministerial officer. 
In different courts throughout the coun- 
try, the notary has beeu 
classed as a ‘‘ ministerial,”’ ‘‘ semi-judi- 
cial,” or ‘* judicial officer,t 
most of his duties are ministerial mere- 


variously 
In truth, 
ly, such as acknowledgments, oaths, 
and protests, The separate acknowl- 
edgment of a married woman tu a deed 
conveying away her dower, would be to 
a certain extent judicial, involving de- 
termination as to whether the act was 
her own free will, or by reason of coer- 
cion of the husband. And in Florida, in 
addition to regular duties, notaries are 
authorized to solemnize the rites of mat- 
rimony, which is a function certainly 
involving the exercise of judgment and 
discretion. 

We think it doubtful whether an 
infant notary could perform these latter 
functions, but favor the opinion that the 
performance of official acts which are 
ministerial merely, by aninfant, holding 
a commission as notary, would be va'id. 


Remedies on Partnership Notes in 
Nebraska. 


The Course to be Pursued where Immediate Execu- 


tion against Individual Partners desired. 


MAVERICK BANK, GORDON, NEB., 
July 11, 1893. 


Editor Banking Law Journal: 


If a firm give a note signed the firm name, 
and each member of the firm sign his own 
name also, are the makers liable for the pay- 
ment of the note as individuals, and as a firm 
also? 





+See “ Invalidity of Notarial Acts by Reason of In- 
terest.’’ 2B. L. J. 223; 4 B. L. J. 241. 


Can an action be brought against the property 
of any member of a firm for the payment of a 
note signed the firm name? 

E. 


It is fundamental that each individual 
member of a partnership is answerable 
in solide the whole amount of its 
debts, without reference to the propor- 
tion of his interest or the nature of the 
stipulation between him and his associ- 
This has been so declared by the 
supreme court of Nebraska, in 8 Neb. 
262, following 3 Kent, Comm. 32. 

Furthermore, it is a rule of the com- 
law 


for 


ates, 


mon that on a 


joint judgment 
against all the partners for a partner- 
ship debt, execution may be !evied upon 
and satisfaction had, either out of the 
partnership effects or out of the separate 
effects of either of the partners exactly 
as in the case of other joint holders; not 
partners, (Story on Partnership, |7 Ed. | 
§ 260 and cases cited.) 

And furthermore, at common law, a 
partnership could not sue or be sued as 
a firm or company, but suit had to be 
brought by or against the individual 
members composing it. 

In modification of this last-cited rule, 


the Nebraska legislature some years ago 


authorized suits by or against firms, 
without specifying the individual names 
of the partners. The statute (Code § 24) 
provides: 


* Any company or association of persons formed for 
the purpose of carrying on any trade or business, or 
for the purpose of holding any species of property in 
this state, and not incorporated, may sue and be sued 
by such usua name as such company, partnership 
or association may have assumed to itself or be known 
by, and it shall not be necessary in such case to set 
forth in the process or pleading, or to prove at the 
trial, the rames ofthe persons composing such com- 
pany.” 


This provision was enacted for con 
venience in service of process, often en- 
abling a plaintiff to bring a company ox 
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firm composed of a number of persons, 
into court, by leaving a single copy at 
their place of business. But connected 


with this statute was another (Code § 27): 


“If the plaintiff, in any judgment so rendered 
against any company or partnership, shall seek to 
charge the individual property of the persons com- 
posing such firm, it shall be lawful for himto file a 
bill in chancery against the several members thereof, 
setting forth his judgment, and the insufficiency of the 
partnership property to satisfy the same, and to have 
a decree forthe debt, and an award of execution 
against all such persons or any of them as may appear 
to have been members of such company, association 
or firm.” 


Under this statute, it will be noticed, 
the plaintiff in such action cannot at 
once proceed against the property of in- 
dividual members; the partnership prop- 
erty must first be exhausted; and a sep- 
arate and subsequent proceeding in 
chancery is necessary. This is exempli- 
fied in Leach v. Milburn Wagon Co., 14 
Neb. 106, where a judgment was recov- 
ered against a partnership in the firm 
name, and a subsequent action was 
brought to recover judgment against an 
individual partner. The action was held 


defective because the petition failed to 


show that the partnership property in 
the state had been exhausted. 
describing the statute said: 


The court 


“The statute makes the firm a distinct entity and 
provides in what manner service may be had upon 
the firm. If a judgment is recovered against it which 
remains unsatisfied in whole or in part, the same pro- 
ceedings may be had to subject the individual prop 
erty of the partners as in an ordinary creditor's bill.” 


But bankers, seeking to enforce part- 
nership notes do not want, as a rule, to 
be postponed in their remedies against 
individual partners, until the firm prop- 
erty is exhausted, nor do they want the 
trouble and expense of a second proceed- 
ing. Hence, the idea conveyed in ques- 
tion No. 1 above, that the individual 
members sign, together with the firm 
ame, so that their property may be 
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proceeded against simultaneously with 
that of the firm. 

A decision, however, of the supreme 
court of Nebraska rendered in 1889, 
Herron v. Cole, 25 Neb. 692, will show 
the banker in that state that no such in- 
dividual signing of the note is necessary 
to proceed against the members individ- 
ually; for, although the note be, a firm 
note only, if in an action on the note, 
the individual members are proceeded 
the 
merely against the firm, execution may 


against, instead of action being 
go at once against the individual mem- 
bers. In other words, it is not the man- 
ner of signing the note, but whether 
suit is brought against the individuals, 
or only the firm as a firm, which deter- 
mines the immediate remedy against the 
individual partners. The court, in that 
case, speaking of the statutory provis- 
ions for suit against a partnership as a 
distinct entity, says: 

‘* These provisions give a cumulative 
In this class of cases 
a plaintiff may, without setting out the 


remedy * * * 


individual names of the persons com- 
posing the company, association or firm, 
sue it by name—by such usual name as 
they may have assumed to be known by 
—and in that case make service as here- 
inbefore stated; but in that case his 
judgment and execution will only go 
against the property of such company, 
association or firm, and not against that 
of the individual members thereot. But 
there is nothing in these provisions, nor 
in the statute so far as I am advised, to 
prevent plaintiff from proceeding against 
the members of such company, associa- 
tion or firm, although he may also de- 
scribe the party as a co-partner, and set 
out the firm name by which the co- 
partners are known; and in that case, 
service should be made on the members 
individually, or if not found, by leaving 
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copies at their usual place of abode.” 
What is above said, we trust, is suffi 
cient to convey the information sought 
for by the inquiry, and to show bankers 
in Nebraska the remedies they have 
against partnerships in that state. 


Collection of Collateral Note. 
lowa, July 5, 1893. 
Editor Banking Law Journal: 

A holds negotiable note of $1,500 given as 
collateral for note of $1,000, both notes matur- 
ing in May 1893. The collateral note was given 
to A’s debtor (the payee) in part payment of 
real estate, with mortgage. A seeks to enforce 
collateral note against maker, and is met with 
defense of a contemporaneous written agree- 
ment between maker and payee, providing sub- 
stantially as follows: 


In case the real estate for which the note is given, is 
not resold at a profit before maturity, the note is to be 
extended until such time as the property is sold. 


This agreement constitutes no part of note or 
mortgage, but is on a separate paper, and A, at 
time of purchasing note, had no knowledge of 
it. The property has not yet been sold, but 
could be, at any time, although probably at a 
loss. 

Does this agreement affect A’s right of recov- 
ery against maker of the collateral note? 

INQUIRER. 


Assuming the collateral note was ne- 
gotiable, and was taken by A, before 
maturity, for value, we see no reason 
why he cannot, as a dona fide holder, 
without notice of any outside agreement 
between the parties, enforce the note, 
unaffected by that agreement. This as- 
sumption renders unnecessary aconsider- 
ation of what, if any, disability A would 
be under by reason of the collateral 
agreement, were the assignment to him 
of such nature, that he took no greater 
rights than those of the payee. 


JOHN N. CAMP. 


Late President of the First National Bank, Middletown, Conn. 


John N. Camp was born in Durham, 
Conn., May 17, 1824, and was educated 
in the common schools of the state. 
When a boy he went to New Haven 
with Edward P. Camp, who was at that 
time running a stage route, and stayed 
there about six years, when he went to 
Middletown, Conn., where he took a 
position as clerk in the dry goods and 
tailoring store of his uncle, Wm. S. 
Camp. Later Wm. A. Camp, who for 
more than thirty-two years filled the re- 
sponsible position of manager of the 


New York Clearing House, and John 
N. Camp succeeded to the business of 
Wm. S. Camp, and when Wm. A. Camp 
went to New York city, John N. Camp 
became sole proprietor 

At the time that national banks were 
first started in this state, Mr. Camp be- 
came interested in 
helped organize the First National Bank 
of Middletown. 
porated in February, 
Hon. 


the movement and 


This bank was incor- 
1864, the 
Benjamin Douglas as president 


with 


and Mr. Camp as cashier, Under their 
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zealous management the bank was ex- 
ceedingly prosperous and now has a 
capital stock of $200,000. Mr. Camp 
remained cashier until January 9, 1888, 
when he was elected president to suc 
ceed Mr. Douglas, who had resigned. 
Mr. Camp was still president of the 
bank when he died. 

He was also treasurer of the Middle- 
sex Mutual Assurance Co., a director in 
the Schuyler Electric Co. and the Air 
Line Railroad, a trustee of the Middle- 
town Savings Bank, and also a trustee 
and secretary of the Hospital for the 
Insane. As trustee together with Geo. 
H. Bishop, Mr. Camp ran the Air Line 
Railroad for several years. He was also 
a trustee of the Russell Library Asso- 
ciation, 


He was for many years a member of 


the Board of Education in Middletown, 
and for two years was a trustee of Wes- 
leyan University, resigning that office 
in the summer of 1888. 

Mr. Camp though often asked to ac- 
cept public office always tefused the 
honor, though he was city assessor in 
1874, '75 and ’76, an alderman in 1877 
and nominated as a 
presidential elector on the Republican 
ticket, but owing to the fact that he 


in 1892 he was 


wasa bank president he declined and 


LAW JOURNAL 


was succeeded by I. E. Palmer. 

As a citizen, Mr.Camp was interested 
in all that helped and broadened muni- 
cipal life. Every beneficent and worthy 
cause found in him an active supporter 
and his motives were utterly free from 
any self seeking or wire pulling for poli- 
tical preferment. Mr. Camp 
member of the South Congregational 
Church and one of the most prominent 

He loved 
towards its 

The 
solely 
As 
a man, a citizen and a Christian, Mr. 


Was a 


members and workers there. 
the church and contributed 
welfare in every way possible. 
beautiful secured 


organ was 


through bis influence and liberality. 


Camp leaves an honorable record. 
His 
first wife was Miss Mary Gleason, who 
died Feb. 9, 1858. In 1859, Oct. i2, he 
married Miss Sarah G. Williams. 

A 
him, 


Mr. Camp was twice married. 


widow and five children survive 
Edward G. Camp, the cashier of 
the First National Bank and chorister of 
the South Church; Mrs. Charles R. Tal- 
bot of Wrentham, Mass.; John S.Camp, 
the organist of the Park Church, Hart- 
ford, and a composer of music; Mrs. E. 
H. Sneath of New Haven, and Herbert 
L. Camp, paying teller of the First Na- 
Bank of Middletown. 


sister, Miss Mary J. Camp of Durham. 


He also left one 
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CURRENT NEWS AND TOPICS. 


OVERDRAFTS IN NEBRASKA BANKS. 


The Banking Board of the State of Nebraska, 
as reported by the Lincoin JouRNAL, has adopt- 
ed the following resolution: 

WHEREAS, The department views with appre- 
hension the growing tendency of the banks of 
the state to allow ‘‘overdrafts,” and 

Wuereas, In the opinion of the board the 
practice is reprehensible and contrary to the 
principles of a gvod banking business; now, 
therefore, be it 

RESOLVED, That the banks of this state be or- 
dered to discontinue the practice; that ‘‘over- 
drafts” will hereafter be regarded as undesir- 
able assets; that the said banks be notified of 
this action and be furnished a copy of this reso- 
lution. 


‘ 
* * * 


DIRECTORS’ DUTIES IN 


KANSAS BANKS. 


In a circular to the state banks of Kansas, 
Bank Commissioner Breidenthal says: 

‘‘In making examinations of the banks under 
the control of this department, I find that in 
many instances the directors of state banks do 
not meet regularly and when they do meet tran- 
sact very little business other than the ordinary 
routine business necessary to declare a dividend, 
elect officers, etc. 

As the time is approaching when most banks 
will hold their semi-annual meeting, I take the 
liberty of making the following suggestions, to 
which I desire you to call the attention of the 
directors of your bank, and further request that 
you transmit to this office immediately after the 
adjournment of your board a detailed report of 
their action and findings in regard to the matters 
referred to herein, together with any other ac- 
tion affecting the business of your bank. 

Your attention is directed to the provisions of 
section 31 of the banking law. Directors should 
examine carefully every loan made by the bank 
and the security therefor, particularly past due 
paper, and should record their findings in regard 
to same, ordering all worthless paper charged 
oft, and where paper is worth less than its face, 
sufficient should be charged off to cover the prob- 
able loss. 

The real estate account should be examined 
in detail and a careful revaluation made, based 
on the present selling prices, a record of their 
finding made and any depreciation below the 
price at which same is carried on the books 
should be charged off. 

Furniture and fixtures are usually carried at 
an excessive valuation, in many instances the 
original cost, including books and stationery. 
Books and stationery should be charged to ex- 


pense, and from 5 to 1o per cent. charged off on 
turniture and fixtures each year to cover depre- 
ciation in value. 

Schedules for listing your real estate and past 
due paper will be sent you, which I desire signed 
by your directors and transmitted to this office. 

I request that your pass-books be called in, 
written up at the date of the meeting of your 
board, and that they compare same with your 
balance ledger. I also request that they check 
up your certificate deposit account and ascertain 
that the certificates outstanding correspond with 
the amount shown on the books. 

I would respectfully call your attention to sec- 
tion No. 1172, general statutes 1889, and in this 
connection will say that the commissioner will 
hold that certificates of deposit issued for the 
purpose of borrowing money will be included 
with the bills payable of the bank. 

I call your attention to the provisions of sec- 
tions 12, 14 and 30 of the banking law and in. 
section No. 1181 general statutes of 1889. The 
report required by this section must be made to 
the Secretary of State. 

In conclusion, I will say that this department 
will hereafter require the directors of all state 
banks to meet at least once in six months and 
make a thorough examination of the affairs of 
the bank as indicated above, and should the 
regular meeting of the board of any bank re- 
ceiving this communication not occur within 
sixty days trom the date hereof the cashier will 
see that a meeting is held not later than July 1. 
These suggestions are made for the purpose of 
arriving at a uniform system of examination by 
the board of directors where none now exists, 
and are not intended to conflict in any manner 
with any well defined system now used by any 
bank which accomplishes the desired end, that 
ot requiring the directors to perform their duty 
as required by law.” 


* * 


BUFFALO BANKERS ON THE SILVER 
QUESTION, 


The Bankers’ Association of Buffalo held its 
regular quarterly meeting at the Clearing House 
on July 12, when action was taken in regard to 
the repeal of the Silver law. 

A committee consisting of William C. Corn- 
well, chairman, Arthur D. Bissell, and George 
Sandrock, appointed to draft resolutions on this 
subject, brought in the following report, which 
was adopted: 

*‘The Bankers’ Association of Buffalo, desir- 
ing to put itself on record on the important mat- 
ters coming before congress at the extra session 
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called by President Cleveland for August 7 next, 
presents the following propositions: 

‘First. The association at a meeting held in 
February, 1891, for the purpose of protesting 
against the Free Coinage bill then before con- 
gress, also urged the immediate repeal of the 
so-called Sherman Compromise Silver bill. Of 
the destructive effect of that act business men 
need not be told. The conditions of the last 
two years and the distress of the last few months 
are universally admitted to be largely due to its 
operations. The association therefore once 
more urges the unconditional repeal of the pur- 
chasing clause of the Compromise Silver bill of 
1890. 

‘Second. Experience has fully demonstrated 
the folly of experiments in finance, by which, 
during the last ten years, the vast interests of 
legitimate business have been harassed and 
jeopardized, culminating in the present crisis. 
The most enlightened sentiment of the country 
demands an absolute cessation of such experi- 
mental legislation in the matter of the currency. 
The Bankers’ Association therefore urges fur- 
ther that, at the extra session, no substitute of 
any kind whatever shall be permitted to take 
the place of the purchasing clause, or any com- 
promise enacted. 

‘Third. Believing that the subject requires 
the most deliberate consideration by men skilled 
in finance and fitted by experience for the work, 
this association heartily concurs in the recom- 
mendation of the New York chamber, that a 
committee of experts be appointed to report a 
scientific system of currency for the United 
States, founded upon the experience of other 
countries, and adequate to the vast business in- 
terests of a great commercial nation like ours. 

‘‘Fourth. The association respectfully calls 
upon the Merchants’ Exchange to hold a public 
meeting at an early date to obtain the expres- 
sion of its members and others on this most im- 
portant subject, and to take such further action 
as they shall deem wise in the premises.” 


* * * 


EMPLOYMENT OF BANK CLERKS. 


Bank Department Facilities. 


The following circular letter from Bank Com- 
missioner Breidenthal tothe bankers of Kansas, 
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shows how the facilities of a bank department 
may be employed in the finding and obtaining 
positions of bank employes, to the advantage, 
both of bankers seeking assistants, and of appli- 
cants desiring positions. 


TorekA, Kan., June 30, 1893. 
To all Bankers of Kansas: 


Gentlemen :—I am daily in receipt of commu- 
nications from bank employees, bookkeepers, 
cashiers, clerks, etc., who are seeking employ- 
ment, and address methinking I may be able to 
assistthem. I write this for the purpose of 
saying that hereafter I will keep a list of all 
such applicants which I will cheerfully furnish 
to any bank desiring same. 

Should you be in need of any office help at any 
time, I may be able to assist you, and at the 
same time assist some worthy person in securing 
a position. 

Respectfully, 
JoHn W. BREIDENTHAL, 


Bank Commissioner. 


BUSINESS NOTICES. 


EpisoN MIMEOGRAPH—TYPEWRITER STENCIL 
PAPER. 


A. B. Dick Company, Chicago, Phila.and New 
York, sole makers of the Edison Mimeograph,the 
admirable and well-known instrument used for 
duplicating handwriting,ty pewriting, drawings, 
etc., have issued a special notice that their 
United States Patent No. 377,706, dated 
February 7th. 1888, covering TYPEWRITER STEN- 
ciL Paper, has been sustained by the U. S. Dis- 
trict Court of New Jersey, in a decision rendered 
by Judge Green, July trith, 1893, in a suit 
against Wm. G. Fuerth, ex-President of the 
Pomeroy Duplicator Company. The A.B. Dick 
Company further give warning that all unau- 
thorized manufacturers, selling agents and users 
of said paper infringing said patent will be pro- 
secuted to the full extent of the law. 





